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TUESDAY,  SEPTEMBER  17,  1996 


U.S.  Senate, 
Committee  on  Indian  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9:50  a.m.  in  room  485, 
Russell  Senate  Office  Building,  Hon.  John  McCain  (chairman  of  the 
committee)  presiding. 

Present:  Senators  McCain,  Inouye,  and  Conrad. 

STATEMENT  OF  HON.  JOHN  McCAIN,  U.S.  SENATOR  FROM 
ARIZONA,  CHAHIMAN,  COMMITTEE  ON  INDIAN  AFFAIRS 

The  Chairman.  I  want  to  apologize  for  this  hearing  being  started 
late.  Senator  Inouye  and  I  were  down  at  the  White  House  for  a 
meeting  with  the  President  on  the  Iraqi  situation.  Whenever  you 
get  a  large  number  of  Senators  in  a  room — like  five  or  six — the  con- 
versation tends  to  be  extended,  so  I  apologize.  The  meeting  had  not 
concluded  when  I  left.  I  expect  Senator  Inouye  here  fairly  soon,  but 
we'll  start  the  hearing,  and  my  apologies  for  the  delay. 

I  want  to  welcome  all  the  witnesses,  some  of  whom  have  traveled 
a  great  distance  to  testify  before  this  committee  on  one  of  the  most 
important  topics  facing  Indian  tribes  today:  How  to  best  foster  eco- 
nomic development  on  Indian  reservations. 

The  subject  of  economic  development  in  Indian  Country  is  a  topic 
that  the  country  has  visited  time  after  time.  It's  a  topic  where 
there  seems  to  be  no  simple  answers. 

A  variety  of  factors  contribute  both  to  the  success  and  the  failure 
of  economic  development  programs  on  Indian  reservations.  A  few 
tribal  governments  have  managed  to  weave  their  way  through  the 
numerous  obstacles  and  develop  successful  development  programs 
that  have  achieved  a  level  of  economic  growth  that  has  lifted  many 
of  their  people  out  of  poverty.  Unfortunately,  despite  sometimes 
valiant  efforts,  most  tribes  have  not  been  so  successftil. 

Historical  and  archaeological  evidence  reveals  that  when  the  Eu- 
ropeans first  landed  in  North  America,  North  American  Indians 
were  not  destitute  nor  were  their  tribal  governmental  institutions 
bereft  of  power. 

Today,  however,  the  story  is  much  different.  Indian  reservations 
are  among  the  poorest  areas  in  North  America.  Many  reservations 
lack  the  bare  necessities  of  modem  life  that  most  of  us  take  for 
granted,  like  running  water,  indoor  plumbing,  electricity,  or  tele- 
phones. 
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Most  reservations  do  not  have  the  basic  infrastructure  like  ade- 
quate roads  or  sufficient  reliable  utility  service — ^the  kinds  of  things 
that  are  necessary  to  attract  and  retain  business  operations. 

In  addition,  modem-day  tribal  governments  must  contend  with 
the  legacies  of  the  past  that  obstruct  opportunities  for  economic 
growth.  Nevertheless,  hard  work,  determination,  and  a  refusal  to 
quit  has  marked  the  efforts  of  some  tribal  governments  to  improve 
the  lives  of  their  people. 

The  creative  use  of  various  Federal  and  State  programs,  private 
sector  partnerships,  or  joint  ventures,  and  business-friendly  tribal 
laws  and  policies  have  spurred  economic  growth  on  some  reserva- 
tions. The  Mississippi  Choctaw  Tribe  is  one  such  tribe.  The  Salt 
River  Pima-Maricopa  Tribe  is  another.  Their  leaders  will  testify 
today  and  we  are  honored  to  hear  from  them.  These  two  tribes 
have  beaten  the  odds  and  their  example  is  well  worth  copying. 

On  most  reservations,  the  main  and  sometimes  only  economic  ac- 
tivity is  the  kind  generated  by  tribal  and  Federal  Government  em- 
ployment. Government  jobs  don't  strengthen  an  economy;  rather, 
private  sector  development  and  jobs  are  the  only  way  that  Indian 
tribes  can  hope  to  sustain  a  healthy  economic  environment  and 
narrow  the  gap  between  the  standard  of  living  on  the  reservation 
and  off. 

I've  repeatedly  said  that  we  in  Congress  have  an  important  role 
to  play  in  shaping  Federal  policy  to  foster  reservation  economic  de- 
velopment, but,  at  the  same  time,  I  have  repeatedly  told  tribal 
leaders  they,  too,  have  an  equally-important  responsibility  to  shape 
tribal  law  and  policy  to  create  a  business-friendly  climate  on  their 
reservations. 

The  private  sector  is  understandably  shy  about  locating  on  res- 
ervations with  unstable  tribal  governing  bodies  or  tribal  bureauc- 
racies that  burden  businesses  with  unreasonable  regulations,  taxes, 
delay,  or  administrative  paperwork.  This  perception,  if  not  reality, 
is  a  lost  opportunity  for  the  tribe  to  bring  much-needed  jobs,  prod- 
ucts, and  services  to  the  reservation. 

In  summary,  I  think  the  following  five  basic  principles  should 
g^de  economic  development  on  Indian  reservations. 

First,  Native  Americans  should  have  the  same  right  to  economic 
opportunity  that  other  Americans  have. 

Second,  the  best  solutions  for  Native  American  economic  develop- 
ment will  be  those  developed  by  Native  Americans. 

Third,  the  Federal  Government  has  an  important  role  to  play  in 
supporting  the  development  of  reservation  economies. 

Fourth,  tribal  governments  should  avoid  being  a  carbon  copy  of 
the  autocratic  and  inefficient  BIA  bureaucracy. 

Fifth,  the  brightest  economic  future  lies  in  a  robust  free  enter- 
prise system  on  reservation  lands,  not  with  Government  socialism. 

A  diversified  economy  is  the  key  to  tribal  success.  Only  a  healthy 
private  sector  can  provide  enough  meaningful  job  opportunities  for 
future  tribal  members  and  stop  the  loss  of  generation  after  genera- 
tion of  talented  Indian  youth  who  are  forced  to  seek  jobs  and  oppor- 
tunity off  the  reservation. 

The  testimony  we  will  hear  today  will  provide  us  with  a  broad 
outline  of  the  challenges  that  tribes  face  in  developing  reservation 


economies  and  the  successful  strategies  that  some  have  employed 
in  order  to  bring  about  success  and  prosperity. 

With  that,  I'd  like  to  call  our  first  witness,  Professor  Joseph  Kalt 
of  the  Kennedy  School  of  Government  at  Harvard  University. 

Professor,  I  welcome  you.  I  read  your  study  with  great  interest. 

By  the  way,  I'm  not  given  to  long  introductory  statements.  That's 
probably  the  longest  that  I  have  given  as  chairman  of  this  commit- 
tee. 

Before  I  ask  you  to  begin — the  reason  why  I  gave  such  a  long 
opening  statement  is  because  I  believe  this  is  the  heart  of  the  mat- 
ter. I  believe  that  this  is  what  it's  really  all  about.  If  we  are  going 
to  really  fulfill  our  obligations,  we  have  to  improve  tribal  econo- 
mies, and  I  am  fully  appreciative  of  the  efforts  that  have  been 
made  over  the  past  200 — over  200  years  in  this  area.  But  I  also  be- 
lieve that,  with  the  examples  of  the  other  witnesses  we  have  today 
and  other  tribal  economies  throughout  the  Nation,  that  there  at 
least  are  some  role  models  that  we  can  look  at. 

The  Chairman.  With  that,  I'd  like  to  ask  Senator  Conrad  if  he 
has  any  opening  statement.  Welcome. 

Senator  Conrad.  I  thank  the  chairman,  and  I  thank  the  chair- 
man for  holding  this  hearing. 

I  think  this  is  one  of  the  greatest  challenges  we  face  in  Indian 
Country — the  whole  question  of  economic  development.  It's  a  chal- 
lenge that  we  feel  acutely  in  North  Dakota.  If  we  look  at  the  levels 
of  unemployment,  the  incomes,  and  the  future,  we  all  know  that  we 
have  got  to  do  a  better  job  of  economic  development.  It  is  absolutely 
critical. 

I  also  want  to  recognize  that  this  committee  has  been  very  help- 
ful to  us  in  North  Dakota.  When  we  got  the  JTAC  settlement,  we 
fashioned  that  in  a  way  that  the  funds  that  go  out  were  not  going 
to  be  allowed  for  per  capita  payments,  but  the  corpus  was  to  be 
held  in  the  Treasury  of  the  United  States  and  the  income  was  to 
be  used  to  diversify  the  economies  of  the  two  tribes  involved. 

I  want  to  make  special  mention  of  the  assistance  that  Senator 
McCain  gave  to  us  when  we  achieved  that  settlement  for  North  Da- 
kota. It  was  critically  important  to  the  future  of  those  tribes  and 
important  to  the  Feaeral  Government,  as  well,  because  we  would 
have  faced  endless  litigation  without  that  resolution. 

I  also  want  to  recognize  the  critical  role  Senator  Inouye  played 
in  that  when  he  was  chairman  of  the  committee.  It  was  very  impor- 
tant and  very  helpful  to  us. 

The  Chairman.  May  I  say.  Senator  Conrad,  that  both  of  us  were 
glad  to  help,  but  it  wouldn't  have  happened  without  you  and  we  ap- 
preciate your  leadership  on  it  very  much. 

Senator  Conrad.  I  appreciate  that.  Senator  McCain. 

I  did  want  to  say  a  couple  of  things  about  observations  I've  made 
in  North  Dakota. 

My  sense  is  one  of  the  greatest  contributors  to  economic  develop- 
ment is  an  educated  population.  I  have  noticed  the  tribal  colleges 
seem  to  make  a  very  significant  contribution  in  those  tribes  that 
have  them.  Now  all  of  my  tribes  have  a  tribal  college,  and  I  was 
recently  at  a  graduation,  and  the  difference  that  that  makes  in  at- 
titude and  outlook  I  thought  was  just  profound. 


So  I  think  the  tribal  colleges  are  making  a  real  difference  in 
terms  of  creating  a  base  for  economic  development. 

One  other  example  and  then  111  relent  and  we  can  get  right  to 
the  witnesses. 

We  have,  at  one  of  our  reservations,  a  company  called 
UNIBAND.  UNIBAND  is  a  company  that  does  database  manage- 
ment and  has  secured  tens  of  millions  of  dollars  of  contracts  to  do 
both  government  and  private  sector  work. 

This  is,  as  all  of  these  things  are,  an  ongoing  challenge.  It  is  not 
without  difficulty  and  not  without  problems.  All  of  us  understand 
that. 

But  it,  I  think,  shows  us  one  route  toward  economic  diversifica- 
tion and  growth,  because  this  is  a  company  that  uses  tribal  mem- 
bers to  manage  the  databases  for  INS.  They  are  doing  a  very  large 
contract  for  the  U.S.  Treasury.  And  there  is  no  reason  that  kind 
of  model  can't  spread  around  the  rest  of  Indian  Country  £ind  serve 
as  a  model  for  what  can  work. 

Again,  that's  not  to  say  it's  not  without  challenges.  We've  had 
growing  pains  with  respect  to  that  company,  but,  nonetheless,  it  is 
providing  significant  employment  and  tremendous  hope. 

So,  finally,  I  conclude  by  saying  I  also  want  to  hear  about  the  en- 
terprise zones  and  precisely  where  we  are  with  respect  to  that  ini- 
tiative and  what  we  can  anticipate  from  enterprise  zones  from 
those  who  have  looked  carefully  at  them. 

With  that,  I  want  to  again  thank  the  chairman  for  holding  this 
hearing. 

The  Chairman.  Thank  you  very  much.  Senator  Conrad. 

Professor  Kalt,  welcome.  Please  Proceed.  Your  entire  statement 
will  be  made  a  part  of  the  record.  Proceed  in  any  fashion  you  see 
most  effective. 

STATEMENT  OF  PROFESSOR  JOSEPH  P.  KALT,  J.F.K  SCHOOL 
OF  GOVERNMENT,  HARVARD  UNIVERSITY,  CAMBRIDGE,  MA 

Mr.  Kalt.  Thank  you. 

As  Senator  McCain  said,  my  name  is  Joe  Kalt.  I  am  the  Ford 
Foundation  professor  of  international  political  economy  at  Har- 
vard's Kennedy  School  of  Grovernment.  I  m  also  a  co-director  of  the 
Harvard  Project  on  American  Indian  Economic  Development. 

Along  with  my  colleagues,  Steve  Cornell  and  Manlev  Begay,  I 
have  spent  the  last  8  or  9  years  studying  this  question  tnat  you  all 
are  posing:  what's  working  and  what's  not  working  out  in  Indian 
Country  when  it  comes  to  economic  development? 

Also,  back  in  my  home  State  of  Arizona,  at  the  College  of  Busi- 
ness at  NAU  we've  created  something  called  the  "National  Execu- 
tive Education  Pro-am  for  Native  American  Leadership"  to  try  to 
bring  the  same  kmd  of  high-quality  business  and  government 
training  that  corporate  and  government  executives  get  elsewhere  in 
the  United  States. 

Well,  it's  hard  to  summarize  8  or  9  years  of  work  in  the  field  and 
in  research  quickly,  but  this  is  a  valuable  opportunity  to  do  so. 

The  Chairman.  Take  your  time.  Professor. 

Mr.  Kalt.  This  is  a  valuable  opportunity  to  do  so. 

I'd  like  to  begin  by  saying  it  goes  without  saying  that  the  prob- 
lems  of  poverty  and  its  related   social  consequences   are   severe 


across  America's  Native  American  population.  Indicators  of  social 
well-being  from  suicide  to  tuberculosis  are  discouraging  in  their  se- 
riousness. Unemployment  on  many  reservations  runs  on  the  order 
of  50  percent,  and  in  some  places  joblessness  pushes  over  90  per- 
cent. 

Many  economies,  as  Senator  McCain  said,  are  little  more  than 
public  employment  in  terms  of  their  economic  functioning.  Very  lit- 
tle real  economic  productivity  occurs. 

This  kind  of  litany  of  economic  and  social  conditions  is  familiar 
in  these  kinds  of  chambers,  but  while  figures  on  average  living  con- 
ditions in  Indian  Country  can  be  discouraging,  there  are,  of  course, 
a  number  of  successful  tribes. 

The  Mississippi  Choctaw,  with  my  friend.  Chief  Martin,  sitting 
behind  me — we'll  hear  from  him  later.  Mississippi  Choctaw  is  now 
the  fourth  or  fifth  largest  employer  in  the  State  of  Mississippi. 
More  than  1,000  non-Indians  migrate  onto  the  reservation  every 
day  to  work  in  the  Choctaw's  manufacturing,  service,  and  public 
sector  enterprises. 

At  Fort  Apache  the  White  Mountain  Apache  Tribe  in  Arizona  has 
forrest  products,  skiing,  and  recreation  enterprises  that  make  it  the 
economic  anchor  of  the  mountains  of  central  Arizona. 

In  Montana  the  Salish  and  Kootenai  Tribes  of  the  Flathead  Res- 
ervation have  successfully  fostered  a  strong  private  sector  enter- 
prise economy  based  on  agriculture,  tourism,  and  recreation. 

Flathead  has  done  this  by  essentially  getting  the  marketplace  to 
vote  with  its  feet  and  put  its  capital  inside  the  reservation  rather 
than  in  the  State  of  Montana. 

What  is  it  that  accounts  for  successful  economic  development 
when  it  occurs  in  Indian  Country?  Well,  our  research  turns  up  a 
very  consistent  pattern.  First  let  me  say  what  does  not  explain  why 
some  reservations  sustain  reasonably  healthy  economies  and  so 
many  do  not. 

Simply  having  resources — ^natural,  human,  or  financial — does  not 
account  for  what  the  relatively  successful  tribes  have  been  able  to 
achieve.  It  is  not  the  case  that  relatively  successful  tribes  are  those 
that  have  good  natural  resources  or  that  have  high  rates  of  edu- 
cational attainment  or  that  have  been  able  to  get  their  hands  on 
financial  capital. 

To  be  sure,  more  resources,  more  education,  more  capital  are  pre- 
ferred to  less  resources,  less  education,  and  less  capital,  but  just 
having  resources  is  not  the  key  or  even  a  key  to  getting  a  reserva- 
tion economy  going. 

The  Crow  Tribe  of  Montana  may  have  the  richest  natural  re- 
sources endowment  of  any  tribe  in  the  United  States,  with  huge 
coal  resources,  extensive  timber  supplies,  rich  wheat-growing  land 
and,  arguably,  the  best  grazing  grass  in  the  west.  The  Crow  have 
also  experienced  huge  infusions  of  capital,  both  through  Federal 
and  State  programs  and  through  hundreds  of  millions  of  dollars  of 
various  litigation  and  other  monetary  settlements.  And  education 
at  Crow  is  at  a  rate  of  high  school  graduation  that's  well  above  the 
national  reservation  average.  Yet,  official  unemployment  at  Crow  is 
almost  60  percent,  and  real  unemployment  is  probably  over  80  to 
90  percent. 


Well,  if  resources  are  not  the  key  to  economic  development  in  In- 
dian Country,  what  are  the  keys? 

The  relatively  successful  tribes  in  the  United  States  all  have 
three  indispensable  ingredients  in  common.  These  are:  one,  sov- 
ereignty; two,  capable  governments;  and,  three,  a  match  between 
the  type  of  government  a  tribe  has  and  that  tribe's  cultural  norms 
regarding  legitimate  political  power. 

De  facto  sovereignty  is  a  necessary  prerequisite  for  economic  de- 
velopment on  America's  Indian  reservations.  By  "de  facto  sov- 
ereignty" I  mean  genuine  decisionmaking  control  over  the  running 
of  tribal  affairs  and  the  use  of  tribal  resources. 

Who  is  really  deciding  how  many  trees  get  cut?  Who  is  really  de- 
ciding how  the  housing  money  will  be  spent?  Who  is  really  deciding 
whether  the  joint  venture  will  be  struck  with  the  outside  investor? 

When  the  answer  to  these  questions  is  the  tribe,  de  facto  sov- 
ereignty is  being  exercised. 

Well,  we  all  are  aware  that  the  legal  status  of  Indian  sovereignty 
waxes  and  wanes  with  Federal  court  decisions  and  legislation,  but 
it  is  still  the  case  that  an  assertive  and  capable  tribe  can  take  pri- 
mary control  of  many  economic  decisions  away  from  the  leading 
contenders  for  such  power — that  is,  the  State  governments,  the 
BIA,  and  other  Federal  agencies. 

In  case  after  case  where  we  see  sustained  economic  development, 
from  the  Flathead  to  the  Mescalero  Apache  reservations  to  Cochiti 
Pueblo  and  Mississippi  Choctaw,  tribal  decisionmaking  has  effec- 
tively replaced  BIA  and  other  outside  decisionmaking. 

We  cannot  find  a  single  case  of  sustained  economic  development 
where  the  tribe  is  not  in  the  driver's  seat. 

While  the  resulting  relationships  between  the  tribe  and  the  BIA 
range  from  the  cooperative  to  the  outright  contentious,  they  are 
characterized  by  a  demotion  of  the  BIAs  role  in  its  bureaucracy 
from  decision-maker  to  adviser  and  provider  of  technical  assistance. 

The  legal  and  de  facto  sovereignty  of  tribes  has  been  subject  to 
constant  challenge,  and  it  is  frequently  asserted  that  if  tribes  wish 
to  be  sovereign  they  must  first  establish  sound,  independent  econo- 
mies. Our  research  indicates  that  this  reasoning  is  backwards.  Sov- 
ereignty comes  first,  and  then  comes  economic  development. 

Sovereignty  brings  with  it  accountability.  Those  whose  resources 
and  well-being  are  at  stake  are  the  ones  in  charge.  Without  this 
accountability,  as  in  the  years  before  self-determination,  sustain- 
able development  on  reservations  was  virtually  non-existent.  Also, 
the  sovereign  status  of  tribes  offers  distinct  legal  and  economic 
market  opportunities.  These  could  be  bolstered  by  reduced  tax  and 
regulatory  burdens  through  such  things  as  enterprise  zones. 

If  we  look  back  on  the  history  of  Federal  Indian  policy  in  the 
20th  century,  it  is  not  a  coincidence  that  it  has  only  been  in  the 
era  of  self-determination  that  a  significant  number  of  reservations 
have  begun  to  break  the  cycle  of  poverty  and  dependence. 

Sovereignty  is  one  of  the  primary  development  resources  tribes 
can  have,  and  the  reinforcement  of  tribal  sovereignty  and  self-de- 
termination should  be  the  central  thrust  of  public  policy. 

One  of  the  quickest  ways  to  bring  development  to  a  halt  and  pro- 
long the  impoverished  conditions  of  reservations  would  be  to  fur- 
ther undermine  the  sovereignty  of  Indian  tribes. 


We  are  aware  that  this  is  a  very  pro-Indian  conclusion,  but  I 
must  stress  that  it  is  a  conclusion  based  on  the  evidence  of  case 
after  case. 

There  are  no  successful  cases  where  Federal  planning  and  man- 
agement has  produced  sustained  economic  development  in  Indian 
Country. 

If  I  took  that  sentence  and  changed  it  and  said,  "There  are  no 
successful  cases  where  Soviet  planning  and  management  has  pro- 
duced sustained  economic  development  in  Eastern  Europe,"  we 
wouldn't  be  surprised.  The  same  conclusion  applies  in  Indian  Coun- 
try. 

The  only  thing  that  is  working  is  self-determination — ^that  is,  de 
facto  sovereignty. 

De  facto  sovereignty  isn't  enough.  The  second  ingredient:  You  can 
win  your  sovereignty  in  court  or  in  Congress,  but  you  have  to  be 
able  to  exercise  sovereignty  to  have  it  do  any  gooa;  consequently, 
once  established,  a  tribe  must  be  able  to  put  its  sovereignty  to  ef- 
fective use,  and  this  requires  capable  tribal  government. 

A  tribe  laying  claim  to  the  right  of  self-determination  must  be 
armed  with  capable  institutions  of  self-governance.  In  Indian  Coun- 
try, as  in  developing  societies  around  the  world,  from  Brazil  to  Rus- 
sia, such  institutions  are  essential  not  only  to  the  successful  exer- 
cise of  sovereignty;  they  are  also  the  foundation  on  which  economic 
development  is  built. 

A  sovereign  country  or  tribe  can  have  all  the  resources  in  the 
world  available  to  it,  but  those  resources  will  be  squandered  if  a 
capable  government  with  sound  economic  policies  is  absent. 

What  is  capable  government  in  Indian  Country?  As  tribes  set 
about  achieving  genuine  self-government,  the  need  is  to  put  into 
place  formal  governing  institutions  that  can  perform  three  basic 
tasks:  First,  efficiently  making  and  carrying  out  strategic  choices 
and  policies;  second,  providing  a  political  environment  in  which  in- 
vestors, large  or  small,  tribal  members  or  non-members,  feel  se- 
cure; third,  mobilizing  and  sustaining  the  tribal  community  support 
for  institutions  and  development  strategies. 

These  tasks  have  to  be  performed  at  both  the  level  of  policy — 
that  is,  legislation  and  regulation — and  at  the  level  of  day-to-day 
bureaucracy. 

Decades  of  Federal-tribe  relations,  however,  have  left  a  legacy  of 
institutionalized  dependency.  As  Senator  McCain's  opening  re- 
marks suggested,  at  too  many  reservations  the  tribal  government 
is  little  more  than  a  branch  and  programs  funnel  attached  to  the 
Federal  apparatus.  Such  dependency  is  the  antithesis  of  sov- 
ereignty and  self-determination. 

The  challenge  is  to  break  this  dependency.  To  be  sovereign,  a 
tribe  must  create  laws,  rules,  and  procedures  of  its  own,  and  it  can 
get  things  done  in  the  real  world  that  self-determined  tribes 
confront  today. 

Meeting  these  tests  places  a  number  of  important  burdens  on 
tribal  governments.  As  they  compete  to  attract  and  hold  invest- 
ment by  other  members  and  non-members  and  as  they  seek  to  cre- 
ate an  environment  attractive  to  workers  with  plenty  of  off-reserva- 
tion opportunities,  tribes  must  have  stable  and  effective  political 
systems  and  professional  and  efficient  bureaucracies. 
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The  reforms  needed  vary  from  tribe  to  tribe  and  range  from  com- 
plete Constitutional  overhaul  and  the  institution  of  judicial  stand- 
ards to  development  of  sound  business  codes  and  adoption  of  ex- 
plicit rules  of  administrative  procedure. 

Effective  tribal  government  and  bureaucracy  need  be  neither 
large  nor  elaborate,  as  the  relatively  effective  cases  at  Cochiti 
Pueblo  or  Muckleshoot  illustrate.  But  effective  tribal  government 
must  solve  two  key  problems:  The  separation  of  politics  from  day- 
to-day  management  and  the  separation  of  powers. 

Tribal  governments  should  play  a  critical  role  in  tribes'  strategic 
decisionmaking  and  development  planning.  Turning  your  reserva- 
tion mountainside  into  a  ski  resort  or  a  mine,  inviting  IBM  or  the 
Department  of  Defense  onto  the  reservation,  these  decisions  rightly 
are  topics  for  political  debate.  This  does  not,  however,  mean  that 
tribal  governments  should  make  all  or  even  a  significant  number 
of  the  day-to-day  business  decisions  on  reservations. 

This  is  not  always  an  easy  pill  for  tribal  governments  to  swallow. 
After  all,  the  enterprises  are  the  property  of  the  people,  often,  and 
shouldn't  the  people's  representatives,  the  politicians,  have  a  direct 
say  in  how  businesses  are  run?  But  this  argument  only  works  in 
the  short  run. 

Inserting  politics  into  day-to-day  business  decisions  invariably 
undermines  efficiency  and  productivity,  saps  the  resources  of  the 
organizations,  and  runs  Federal  enterprises  into  the  ground. 

Successful  business  enterprises  in  Indian  Country,  whether  pri- 
vate or  tribally  owned,  are  typically  distinguished  by  the  insulation 
of  their  affairs  from  the  day-to-day  political  apparatus  of  the  tribe. 
This  is  arguably  what  is  enabling  Flathead  to  out-compete  the 
State  of  Montana,  which  has  its  own  political  problems,  in  main- 
taining an  environment  that  can  attract  business  capital. 

In  fact,  the  Flathead's  huge  investments  have  been  made  in 
building  its  legal  system  and  the  rule  of  law,  including  an  inter- 
tribal appeals  court  insulated  from  Flathead  politics. 

The  separation  or  limitation  of  powers  is  a  fundamental  function 
of  government.  All  societies  face  the  problem  of  preventing  those 
who  exercise  the  legitimate  powers  of  government  from  using  that 
power  to  transfer  wealth  or  additional  power  to  themselves.  The 
use  of  government  for  personal  gain  can  take  place  either  through 
direct  taking  of  funds  or  authority  or  through  the  passing  laws, 
rules,  and  regulations. 

This  activity  is  socially  destructive.  Investors  will  not  step  for- 
ward with  their  dollars  or  their  energy  if  they  suspect  that  their 
investment  is  going  largely  to  enrich  other  persons. 

For  many  tribes,  accordingly,  the  front  and  center  issue  in  eco- 
nomic development  is  constitutional  reform.  As  a  good  friend  of 
mine,  a  chairman  of  one  of  the  northern  plains  tribes,  once  said, 
his  10-year  economic  plan  is  to  reform  his  constitution. 

The  difference  between  Indian  Country  and  Eastern  Europe  is 
hard  to  see.  Across  Indian  Country  the  fundamental  forms  of  gov- 
ernment vary  from  the  general  council,  under  which  all  adult  mem- 
bers of  the  tribe  are  members  of  the  tribal  council — that's  at 
Crow — to  the  highly-developed  parliamentary  system  with  an  inde- 
pendent judiciary,  as  at  Flathead,  or  to  the  traditional  theocracies 
operating  at  a  number  of  Pueblos. 


Of  course,  many  tribes  are  saddled  with  the  IRA  governments 
that  were  effectively  imposed  upon  them  in  the  Roosevelt  era. 
These  tribal  governments  were  modeled  after  civic-group-style 
boards  of  directors,  with  a  Chair,  an  executive  or  advisory  council, 
and  little  or  no  provision  for  real  judicial  authority  or  the  rule  of 
law. 

In  building  tribal  governments,  the  implications  for  Federal  pol- 
icy I  think  are  clear,  and  thev  closely  parallel  the  challenges  we 
face  in  eastern  Europe  and  with  other  emerging  democracies 

The  first  step  on  the  road  to  sustainable  economic  development 
in  today's  world  economy  is  fundamental  constitutional  reform. 
Federal  policy  should  make  it  a  priority  to  support  such  reform  in 
Indian  Country.  Such  support  should  take  the  same  govemment- 
to-govemment  form  being  followed  internationally,  consisting  of 
technical  and  educational  assistance  and  facilitation  of  the  proc- 
esses performed,  but  not  consisting  of  the  imposition  by  the  Federal 
Government  of  a  one-size-fits-all  model  that  overrides  tribes'  sov- 
ereignty. 

This  Drings  me  to  the  last  key  ingredient  that  we  find  out  there 
in  Indian  Country  when  it  comes  to  economic  development,  and 
that's  something  we  call  "cultural  match." 

Constitutions  and  other  fundamental  reforms  imposed  from  the 
outside  are  not  likely,  except  by  luck,  to  be  legitimate  in  the  eyes 
of  the  people  of  a  nation,  and  illegitimate  governments  do  not  work. 
They  are  the  seed  beds  of  corruption  and  social  unrest. 

In  fact,  our  research  keeps  turning  up  the  result  that  the  econo- 
mies that  are  working  in  Indian  Country  are  invariably  standing 
on  the  shoulders  of  governmental  structures  that  are  matched  to 
the  fundamental  cultural  definitions  of  political  legitimacy  in  each 
tribe. 

As  tribes  set  about  constitutional  reform,  constitutions  do  not 
necessarily  have  to  be  written  down,  as  the  cases  of  the  United 
Kingdom  and  Navajo  demonstrate,  nor  do  they  all  have  to  look  like 
the  constitution  described  by  my  high  school  civics  text,  but  they 
do  have  to  match  the  cultural  standards  of  legitimacy  in  each  tribe 
if  they  are  to  work  to  promote  the  tribe's  own  economic,  social,  and 
political  goals. 

As  I've  said,  the  Federal  role  cannot  be  to  impose  solutions  in- 
stead of  assistance  and  facilitation  of  the  proper  paths.  After  all, 
the  most  basic  attribute  of  sovereignty  must  be  the  ability  to  design 
one's  own  systems  of  self-governance.  Without  this,  sovereignty  is 
a  sham,  as  is  a  govemment-to-govemment  relationship  between 
tribes  and  the  Federal  system. 

At  the  same  time,  the  requirement  of  cultural  match  is  not  a  ro- 
mantic blank  check  that  says  that  tribes  can  or  should  reconstruct 
traditional  governments  in  their  traditional  forms.  Tribes  must 
equip  themselves  with  the  institutional  tools  that  fit  today's  prob- 
lems. 

What  is  clear  is  that  the  successful  tribes  are  and  will  be  those 
that  build  capable  governments  and  policies,  and  that  the  people 
best  equipped  to  build  such  institutions  are  the  tribes,  themselves. 

Of  course,  this  brings  us  back  full  circle  to  the  prerequisite  of 
sovereignty  as  the  foundation  of  economic  development. 

Thank  you. 
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The  Chairman.  Thank  you  verv  much,  Professor. 
[Prepared  statement  of  Mr.  Kalt  appears  in  appendix.] 
The  Chairman.  I  would  like  at  this  time  to  ask  Senator  Inouye, 
the  vice  chairman,  if  he  would  have  anything  he'd  like  to  say. 

STATEMENT  OF  HON.  DANIEL  K.  INOUYE,  U.S.  SENATOR  FROM 
HAWAH,  VICE  CHAIRMAN,  COMMITTEE  ON  INDIAN  AFFAIRS 

Senator  Inouye.  If  I  may,  I'd  first  of  all  apologize  for  being  late. 

I  have  a  few  remarks  and,  for  the  record,  I  would  like  to  say  this. 
I  just  want  to  take  this  opportunity  to  commend  you  for  your  lead- 
ership in  this  area.  Your  persistence  in  advancing  initiatives  de- 
signed the  foster  economic  development  in  Indian  Country,  includ- 
ing enterprise  zones  and  tax  incentives,  is  unequaled.  And  we  have 
you  to  thank  for  any  positive  action  that  the  Congress  has  taken 
on  economic  development  initiatives. 

We  know  that  one  instrument  of  fostering  economic  growth  has 
been  met  with  some  measured  success  in  Indian  Country — gaming. 
But  we  also  know  that  gaming  will  not  prove  to  be  a  panacea  for 
all  tribal  communities,  nor  will  its  benefits  endure  indefinitely,  as 
today's  session  in  the  Senate  will  point  out. 

Accordingly,  we  must  continue  our  efforts  to  explore  other  alter- 
natives to  economic  development,  and  I'm  personally  grateful  that 
we  have  in  our  chairman.  Senator  McCain,  a  great  leader  to  guide 
us  in  this  endeavor.  Thank  you,  sir. 

The  Chairman.  Thank  you  very  much,  Mr.  Vice  Chairman. 
You're  very  kind,  as  always. 

Professor,  first  could  we  establish  your — ^you  call  it  "bona  fides." 

Mr.  Kalt.  Sure. 

The  Chairman.  I  know  you  did  that  earlier,  but  this  study  was 
conducted  over  what  period  of  time?  In  other  words,  we  get  a  lot 
of  studies,  and  I'd  like  for  you  to  perhaps  give  us  a  little  back- 
ground as  to  the  credential  that  you  bring  to  this  committee  and 
that  the  study  does  before  I  go  into  questions. 

Mr.  Kalt.  I  thought  being  from  Tucson  might  be  enough  for  you, 
but 

The  Chairman.  Maybe  from  me,  but — [Laughter.] 

Mr.  Kalt.  I'm  a  professor  of  economics,  an  economist  by  training, 
at  Harvard  University  and  have  been  there  for  18  years. 

Back  in  the  mid-1980s  I  launched  a  project  called  "The  Harvard 
Project  on  American  Indian  Economic  Development,"  and  over  that 
period  we  have  been  working  for  and  with  tribes  trying  to  under- 
stand what's  working  and  what's  not  working  in  Indian  Country  on 
economic  development. 

Our  work  is  the  first  major  project  of  its  time.  It's  still  going,  and 
we  continue  to  be  in  the  field  and  to  do  our  work. 

If  you  go  back  and  look  at  the  record,  most  studies  of  economic 
development  in  Indian  Country  have  been  done  from  a  Federal  per- 
spective firom  Washington,  DC.  Instead,  we  have  taken  the  ap- 
proach of  working  on  the  ground  with  tribes. 

The  Chairman.  How  is  this  funded? 

Mr.  Kalt.  Funding  has  been  by  the  Ford  Foundation,  a  few  char- 
itable trusts,  the  Department  oi  Commerce,  Christian  A.  Johnson 
Foundation — ^primarily  private  foundations  and,  to  some  extent, 
Harvard  University. 
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In  addition  to  working  on  the  ground  with  about  20  tribes 
around  the  country,  spread  all  around  the  country,  ranging  from 
quite  successful  tribes  to  the  desperate  tribes,  we  also  do  standard 
nerd  research  with  statistics  and  so  forth. 

A  lot  of  what  I've  summarized  for  you  today  youHl  find  referred 
to  and  footnoted  in  my  statement. 

We've  done  about  120  projects  for  and  with  tribes  over  the  last 
8  years.  This  puts  us  in  contact  emd  working  directly  with  owners 
of  tribal  businesses  on  reservations,  tribal  governments,  the  Fed- 
eral authorities,  State  authorities. 

Last,  as  I  mentioned,  we've  created  out  at  Northern  Arizona  Uni- 
versity something  called  the  "National  Executive  Education  Pro- 
gram for  Native  American  Leadership,"  which  is  modeled  sort  of 
after  a  Harvard  Business  School  model.  You  don't  get  the  chairman 
of  the  board  of  IBM  and  General  Motors  into  Harvard  Business 
School  and  provide  technical  assistance  on  how  to  fill  out  a  loan  ap- 
plication. Similarly,  senior  tribal  leadership  needs  strategic  edu- 
cation on  the  kinds  of  fundamental  economic  and  government  re- 
forms that  they  confront,  and  that's  what  our  program  at  NAU  is 
dedicated  to. 

That's  a  brief  summary  of  the  work. 

The  Chairman.  Thank  you. 

Mr.  Kalt.  As  I  said,  I'd  be  happy  to  provide  additional  materials. 

The  Chairman.  How  do  you  come  up  with  a — in  your  final  state- 
ment you  said,  "However,  the  odds  that  an  independently-managed 
tribal  enterprise  is  profitable  are  almost  seven-to-  one.  On  the 
other  hand,  the  odds  that  a  tribal  enterprise  that  is  not  insulated 
from  tribal  politics  is  profitable  are  only  1.4-to-l.  How  do  you  come 
up  with  that? 

Mr.  Kalt.  We  have  surveyed,  in  that  case,  18  tribes  owning  73 
tribal  enterprises.  Actually,  for  those  of  you  who  have  a  copy  of  my 
statement,  it's  table  one  at  page  eight  that  will  summarize  the 
data — 18  tribes,  73  tribal  enterprises.  We  then  have  asked  the 
question:  take  those  73  tribal  enterprises  and  determine  which  of 
those  enterprises  are  profitable,  which  are  in  the  black,  and  which 
are  losing  money,  which  are  in  the  red?  So  we  now  know  which  are 
profitable  and  which  aren't. 

And  then  we  ask  the  question:  which  of  those  are  controlled  by 
the  tribal  council?  We  call  those  council-  controlled.  Which  of  those 
have  separate  boards  of  directors,  chartered  on  different  cycles 
than  the  tribal  elections? 

What  we  find  is  that  tribal  enterprises  that  have  separate  boards 
of  directors  are  much  more  likelv  to  be  able  to  sustain  a  profit.  In 
fact,  the  odds  are  seven-to-one  that  those  kinds  of  enterprises  will 
be  profitable,  where  it's  only  about  1.4-to-l  for  those  that  are  con- 
trolled directly  by  the  tribal  council. 

The  Chairman.  You  are  familiar  with  the  compacting  process 
that  was  set  up  by  law  for  tribal  self-governance? 

Mr.  Kalt.  Yes. 

The  Chairman.  And  which  some  63  tribes,  my  staff"  tells  me, 
have  engaged  in. 

What  nas  been  your  view  of  the  success  or  failure  of  this — it's  no 
longer  an  experiment.  Early  it  was  an  experiment;  not  it's  a  pro- 
gram. What's  your  view? 
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Mr.  Kalt.  The  638  contracting  program  has  been,  from  what  we 
can  tell  statistically,  quite  successful.  I  summarized  some  data 
done  by  a  colleague  of  mine  at  MIT  at  the  Sloan  School  of  Manage- 
ment where  we  went  out — he  went  out  and  looked  at  tribes  that 
had  638  their  timber  operations,  their  forest  products  operations — 
very  interesting  results. 

I  won't  bore  you  with  all  the  statistical  results  that  those  of  us 
who  do  this  for  a  living  have  to  go  through,  but  what  is  interesting 
is  that  what  emerges  is  that  if  you  take  the  control  of  tribal  for- 
estry, just  as  an  example — it's  not  everything,  just  as  an  example — 
and  take  the  employees  and  move  them  from  BIA  employment  to 
tribal  employment,  we  see  the  price  that  you  get  for  a  log  rise  by 
4.5  percent. 

That  may  not  sound  like  a  lot,  but  that  kind  of  productivity  gain 
U.S.  corporations  would  kill  for.  No  difference  in  the  log — just  the 
ability  to  get  the  best  price  in  the  market  rises  with  tribal  control. 

Similarly,  we  find  that  shifting  high-skilled  workers  from  BIA 
employment  to  tribal  employment  under  the  638  program  results 
in  an  increase  in  the  cut  in  the  forest  of  34,000  board  feet  per 
worker.  Productivity  and  prices  rise. 

We  believe,  although  we  don't  have  the  hard  numbers,  that  this 
kind  of  effect  rises  elsewhere  under  these  compacting  programs  be- 
cause you  are  shortening  the  leash,  the  leash  of  accountability,  be- 
tween the  Federal  bureaucrats  and  the  tribe. 

There's  nothing  bad  about  the  BIA,  but  you're  shortening  the 
leash. 

The  Chairman.  Are  you  familiar.  Professor,  with  the  legislation 
that  Senator  Inouye  and  I  and  others  have  worked  on  which  was 
reported  out  of  this  committee  which  basically  transferred  the 
funding  and  responsibilities  to  the  tribes  and  away  from  the  BIA? 
Are  you  familiar  with  that  legislation? 

Mr.  Kalt.  Yes. 

The  Chairman.  What  is  your  view  of  that  effort — which,  by  the 
way,  has  so  far  not  succeeded,  I  might  sadly  point  out. 

Mr.  Kalt.  Well,  building  on  the  evidence  that  I  just  noted  to  you, 
I  think  that  what  I  would  refer  to,  in  general,  as  a  block  grant  kind 
of  program,  something  that  we've  adopted  in  many  Federal  Govern- 
ment to  State  progprams,  is  the  right  way  to  move. 

The  excessive  bureaucratization  of  the  Federal  programs  by  es- 
sentially forcing  tribal  governments  to  design  themselves  as  attach- 
ments to  the  Federal  system  are  destructive  of  economic  develop- 
ment in  Indian  Country. 

We  have  to  recognize — and  your  legislation  addresses  this — ^that 
if  you  move  to  more  accountability  for  tribes — ^block  grant  programs 
with  fewer  strings  attached,  enterprise  zones,  these  kinds  of 
things — there  will  be  failures,  but  that's  what  accountability  is 
about.  There  has  to  be  the  carrot  on  the  stick. 

The  Chairman.  That's  what  elections  are  about. 

Mr.  Kalt,  That's  right.  And  the  evidence  is  saying  it  works. 

The  Chairman.  Let  me  just  conclude.  I  could  spend  a  long,  long 
time,  but  we  have  other  witnesses. 

Sometimes  when  I  discuss  this  line  of — this  course  of  action  with 
tribal  leaders,  they  raise  a  concern  which  I  think  is  very  legitimate, 
and  that  is  that  if  they  embark  on  this  course  of  economic  develop- 
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ment  and  do  the  things  we're  talking  about  and  encourage  private 
enterprise  to  come  onto  the  reservation,  that  can  be  very  damaging 
to  their  abiHty  to  preserve  their  culture  and  their  unique  aspect  of 
each  individual  tribe. 

How  do  you  respond  to  that? 

Mr.  Kalt.  If  one  looks  across  the  self-determined,  rapidly-devel- 
oping tribes — ^White  Mountain  Apache,  Mississippi  Choctaw,  Flat- 
head— without  exception  in  those  cases  you  see  a  resurgence  of 
tribal  culture.  You  can  see  it  actually.  The  United  States  census 
has  been  collecting  data  on  Native  language  use,  a  strong  indicator 
of  the  presence  or  absence  of  Native  culture.  What  we  find  is  that 
there  is  a  positive  correlation,  a  positive  relationship  between  self- 
determined  economic  development  and  Native  language  retention. 

The  timber  tribes  that  have  been  638ing  their  work,  they  get 
even  better  performance  where  the  rate  of  Native  language  reten- 
tion is  high.  In  other  words,  there  does  not  seem  to  be  a  fundamen- 
tal conflict  between  sustaining  strong  cultures  and  economic  devel- 
opment where  the  economic  development  is  done  with  the  tribe  in 
the  driver's  seat. 

You  know,  there  is  a  sort  of  traditionalist  modern  debate  that's 
sort  of  played  out  on  the  pages  of  the  New  York  "Times."  That's 
not  where  it's  at.  The  typical  Apache  woman  probably  didn't  grow 
up  thinking  she'd  be  wearing  a  ski  outfit  and  being  a  ski  instruc- 
tor, but  that  is  what  she  does  and  that  is  Apache.  That  is  what 
modern  life  is  like  in  self-determined  Indian  economies. 

The  Chairman.  Senator  Inouye. 

Senator  Inouye.  Thank  you,  Mr.  Chairman. 

Although  I  wasn't  here  to  listen  to  the  presentation  of  the  profes- 
sor, I  had  the  opportunity  to  read  your  testimony,  and  I  must  com- 
mend you  for  your  section  on  sovereignty.  I  have  maintained,  as 
members  of  this  committee  have  maintained  for  a  long  time,  that 
without  sovereignty  there  is  no  need  for  this  committee. 

I  think  it's  worth  repeating  just  two  sentences  in  your  statement. 
I'm  not  going  to  ask  any  questions  because  you  have  all  the  an- 
swers here. 

"De  facto  sovereignty  is  the  necessary  prerequisite  for  economic 
development  on  America's  Indian  reservations." 

The  second  sentence,  "One  of  the  quickest  ways  to  bring  develop- 
ment to  a  halt  and  prolong  the  impoverished  conditions  of  reserva- 
tions would  be  to  further  undermine  the  sovereignty  of  Indian 
tribes." 

For  that  I  thank  you,  sir. 

Mr.  Kalt.  Thank  you. 

The  Chairman.  Could  I  also  comment  before  I  turn  to  Senator 
Conrad.  That's  what  we  have  been  emphasizing  time  after  time 
after  time  after  time.  Interestingly  enough,  we're  about  to  go  to  the 
floor  to  beat  back  another  assault  on  tribal  sovereignty  which 
seems  to  be  on  the  increase  of  late  rather  than  the  decrease. 
Frankly,  it's  a  very  frustrating  experience.  I  don't  expect  sympathy, 
because  we  get  paid  a  lot  to  do  it,  but  it's  a  very  interesting  kind 
of  a  phenomena  we've  been  seeing  lately. 

Senator  Conrad. 
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STATEMENT  OF  HON.  KENT  CONRAD,  U.S.  SENATOR  FROM 
NORTH  DAKOTA 

Senator  Conrad.  Thank  you.  I  thank  the  witness,  as  well,  for, 
I  think,  really  excellent  testimony. 

One  of  the  points  that  you  make  in  terms  of  the  three  ingredi- 
ents in  common  that  the  successful  tribes  have,  the  third  point  you 
make,  "a  match  between  the  type  of  government  a  tribe  has  and 
that  tribe's  cultural  norms  regarding  legitimate  political  power." 
Could  you  explain  what  that  means? 

Mr.  Kalt.  Any  society — Indian  or  non-Indian  society — has  shared 
cultural  norms  about  things  like:  What  should  U.S.  Senators  do? 
What  should  U.S.  Presidents  do?  That's  as  true  in  Indian  Country 
as  it  is  anywhere  else. 

And  ultimately  our  formal  constitutions  and  laws  are  written  on 
paper.  And  as  Bosnia  and  other  countries  illustrate,  when  the  cul- 
ture— when  the  agreement  on  what  government  should  do  breaks 
down,  that's  when  nations  break  down. 

Now,  the  illustration  in  Indian  Countiy  is  patently  obvious. 
Many  tribes  are  saddled  really  with  these  IRA  constitutions.  These 
create  a  one-house  legislature  or  tribal  council,  typically  a  directly- 
elected  strong  chief  executive,  and  no  provisions  of  any  note  for  ju- 
dicial functions. 

They  were  designed  back  in  the  1930s,  actually  modeled,  as  best 
we  can  tell,  after  the  charter  of  the  American  Legion,  a  perfectly 
fine  organization,  but  not  an  organization  worried  about  building 
a  country,  running  a  government,  adjudicating  disputes. 

Well,  it  turns  out,  when  we  looked — ^for  example,  there  are  a 
number  of  these  successful  Apache  tribes  that  you  see  before  this 
committee — Mescalero,  White  Mountain — they  have  these  IRA  con- 
stitutions and  they're  doing  quite  well.  It  turns  out  traditional 
Apache  culture's  government  was  founded  on  strong  single  chief- 
tain relationships  in  which  the  chief  of  the  tribe  had  the  ability  to 
appoint  a  council  and  adjudicate  disputes — ^that  is,  be  the  court,  as 
well. 

We  gave  the  same  government  in  the  1930's  to  Pine  Ridge,  SD, 
and  Pine  Ridge,  SD,  now  is  the  poorest  single  place  in  the  United 
States.  The  Sioux  traditionally  were  governed  by  a  parliamentary 
system  in  which  a  council  of  about  40  House  of  Lords,  if  you  will, 
if  you  want  to  think  of  parliaments — they  called  them  the  "big  bel- 
lies"— selected  executives.  They  never  had  single  chieftains.  And 
yet  in  the  1930's  we  come  in  and  say,  "You'll  have  a  president.  You 
won't  have  a  parliament." 

What  happens  at  Pine  Ridge?  They  fall  off  the  table  in  terms  of 
economic  development  and  they  end  up  with  Wounded  Knee  II,  a 
civil  war. 

One  more  lesson.  Right  after  World  War  II  the  United  States 
took  a  Constitution  called  the  U.S.  Constitution,  whited  out  the 
word  "United  States,"  and  mailed  it  to  the  Philippines.  It  hasn't 
worked  very  well  for  the  Philippines,  not  because  it  isn't  a  good 
constitution  but  because  each  societv  has  to  find  a  constitution  that 
fits  its  culture  as  to  who  should  have  power,  how  much  power. 
That's  what  we've  done  in  the  United  States.  That's  the  challenge 
in  Indian  Country. 

Senator  Conrad.  I  find  this  very  interesting. 
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One  of  the  points  that  I  had  made  that  I  wanted  to  make  in  my 
opening  remarks  and  I  didn't  do  because  of  the  time  consideration 
was  the  question  of  law. 

I  see  in  our  own  reservations  at  home  in  North  Dakota  that  this 
question  of  an  independent  judiciary  I  think  takes  on  increasing 
importance  with  respect  to  development  of  an  economy,  because,  as 
you  say,  the  people  will  not  invest  capital  unless  they  have  some 
assurance  that  they're  going  to  be  protected  and  that  they're  going 
to  be  protected  by  a  rule  of  law. 

You  indicated  in  your  remarks  separation  of  powers  was  impor- 
tant. You  talked  about  judicial  code.  You  talked  about  business 
rules.  All  of  those  I  take  it  to  be  directly  attached  to  the  question 
of  a  judiciary,  of  a  functioning,  independent  judiciary. 

Is  that  a  message  that  you're  sending  to  us? 

Mr.  Kalt.  Yes. 

Senator  Conrad.  That  is  critically  important  to  economic  devel- 
opment? 

Mr.  Kalt.  Yes;  we've  actually  done  a  statistical  study  of  about 
70  tribes  and  asked,  given  all  their  resources  and  their  govern- 
mental forums,  what's  really  kicking  up  employment.  What's  creat- 
ing jobs? 

Interestingly  enough,  an  independent  judiciary,  after  holding 
constant  all  the  other  things — ^how  many  resources  they  have,  what 
the  educational  level  is — an  independent  judiciary  added  5  to  10 
percentage  points  to  the  job  creation  rate.  In  other  words,  it  creates 
the  environment  in  which — and  it's  not  just  the  outside  investor, 
but  it's  the  individual  tribal  member  who  just  got  out  of  the  tribal 
college  and  has  a  choice:  Should  I  go  off  and  work  at  Standing  Rock 
or  should  I  go  work  at  Bismarck? 

Well,  if  that  environment  isn't  safe  because  of  a  rule  of  law 
backed  up  by  independent  dispute  resolution  mechanisms,  then 
that  destroys  the  economic  setting  on  that  reservation. 

I  have  to  stress  it  doesn't  mean,  necessarily,  exactly  recreating 
a  U.S.-style  judiciary.  It  does  mean  finding  ways  to  have  that  sepa- 
ration of  powers.  A  number  of  tribes  have  successfully  set  up  ethics 
review  boards  which  provide  an  independent  appeals  mechanism  if 
the  tribal  council  once  again  fires  the  chief  tribal  judge — which 
happens  again  and  again  in  Indian  Country. 

Senator  Conrad.  Just  a  final  question.  Are  you  advocating  that 
tribes  set  up  a  three-part  government  that  is  as  we  have  here  in 
Washington  and  the  States  have — an  executive,  a  legislative,  and 
a  judicial?  Would  you  advocate  that  form? 

Mr.  Kalt.  No;  not  in  its  explicit  form.  I  would  say  that  the  func- 
tions that — ^the  reason  back  in  1776  the  United  States  started  to 
set  up,  and  then  in  1789  put  it  in  place — set  up  that  kind  of  gov- 
ernment had  to  do  with  our  cultural  norms  about  who  should 
have — our  western  culture's  norms. 

But  we  find  plenty  of  cases  out  in  Indian  Country  of  highly-suc- 
cessful governments  that  don't  look  at  all  like  my  high  school  civics 
textbook. 

Cochiti  Pueblo  presents  an  interesting  case  of  theocracy  with  a 
religious  leader.  It  turns  out  that  tribe  has  clans  which  can  remove 
the  religious  leader  if  he  is  felt  to  be  putting  his  fingers  in  the  pot. 
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Well,  that's  the  same  separation  of  powers  but  in  a  different  form 
than  we  use  in  the  U.S.  Federal  Government. 

So  the  lesson  is:  Tribes  have  to  find  ways  to  solve  those  problems 
of  separations  of  powers,  but  the  way  they  do  it  doesn't  necessarily 
come  in  a  one-size-fits-all  mold. 

Senator  Conrad.  And  in  the  South  Dakota  example  where  you 
indicated  their  tradition  is  to  have  a  parliament  rather  than  a  sin- 
gle executive,  as  I  hear  it,  you  would  be  advocating  then  that  per- 
haps they  have  a  return  to  that  form  of  a  parliament,  but  coupled 
with  an  independent  judiciary;  however,  they'd  structure  it  that  the 
function  of  an  independent  judiciary  be  part  of  the  mix? 

Mr.  Kalt.  I  think  that's  exactly  right.  Parliamentary  systems 
work  very  well  at  Flathead  in  Montana.  As  a  parliamentarv  sys- 
tem, the  chairman  of  the  tribe  is  not  elected  by  the  people  but  is 
selected  by  the  legislature,  the  tribal  council.  That's  a  parliamen- 
tary svstem — set  up  a  very  strong  independent  judiciary. 

And  certainly  among  tne  Sioux  Tribes  that  tradition  of  a  par- 
liamentary sharing  of  power  without  having  single  chief  executives 
and,  interestingly,  in  traditional  Sioux  culture,  a  very  strong  inde- 
pendent law  enforcement  branch — a  whole  separate  society  existed 
in  traditional  Sioux  society.  You  slap  an  IRA  government  on  that 
type  of  society,  it  just  does  not  work. 

Senator  Conrad.  It  just  does  not  work. 

Mr.  Kalt.  It's  not  surprising  they  come  apart. 

Senator  Conrad.  Yes;  thank  you  very  much. 

The  Chairman.  Thank  you.  Professor. 

Following  our  commitment  to  conducting  our  relations  with  the 
tribes  on  a  govemment-to-government  basis  and  the  respect  for 
tribal  sovereignty,  economic  development  is  our  number  one  prior- 
ity, and  you  nave  helped  us  enormously  today  in  what  you  and 
your  colleagues  continue  to  do,  and  I  look  forward  to  continuing  to 
work  with  you  as  you  give  us  further  evidence  of  the  fact  that  so- 
cialism doesn't  work  and  that  we  have  to  allow,  if  we're  going  to 
truly  respect  tribal  sovereignty,  let  these  decisions  be  made  by  the 
tribal  governments,  themselves,  and  not  by  Federal  bureaucrats. 

Frankly,  you've  given  me  renewed  vigor  to  try  to  get  our  legisla- 
tion through  to  try  to  free  up  these  people  who  so  badly  deserve 
our  help,  and  I  thank  you  very  much,  Professor. 

Mr.  Kalt.  Thank  you. 

The  Chairman.  Next  we  have  two  old  personal  friends  and 
friends  of  the  committee.  Chief  Phillip  Martin  of  the  Choctaw  Tribe 
of  Mississippi  and  President  Ivan  Makil  of  the  Maricopa  County 
Pima  Tribe  of  Arizona. 

We'll  probably  begin  with  Chief  Martin,  since  he's  far  older  than 
Ivan  Makil.  [Laughter.] 

In  respect  for  his  age. 

Welcome  back,  Chief  Martin,  and  thank  you  for  being  here  today. 

STATEMENT  OF  HON.  PHILLIP  MARTIN,  CHIEF,  MISSISSIPPI 
BAND  OF  CHOCTAW  INDIANS,  PHILADELPHIA,  MS 

Mr.  Martin.  Thank  you  very  much. 

That  was  a  good  statement,  opening  statement,  that  keeps  us 
from  talking  about  that  concept,  and  also  the  good  discussion  that 


17 

was  held  here  about  governments.  I  want  to  make  a  little  comment 
on  that  before  I  finish  here. 

This  morning  I'm  glad  to  be  here  to  share  with  you  my 

The  Chairman.  I  might  mention,  Chief,  both  of  your  complete 
statements  are  part  of  the  record,  and  you  can  present  them  in 
whatever  way  you  feel  comfortable  with. 

Mr.  Martin.  I'd  like  to  share  with  you  some  of  the  experiences 
I've  had,  both  with  tribal  government  and  economic  development. 
And  I'm  not  going  to  go  into  details  about  how  we  got  our  economic 
development  started,  and  so  forth,  because  I  have,  in  my  state- 
ment, a  list  of  all  of  the  entities  and  statistics  that  goes  with  it, 
but  we  will  talk  about  the  summary  in  1  minute. 

I  agree  with  a  lot  of  the  statements  that  have  been  made  here. 
Without  sovereignty  and  without  strong  and  stable  tribal  govern- 
ment, it's  hard  to  make  any  kind  of  progress,  let  alone  economic  de- 
velopment. And  that's  what  we  have  to  look  at  first,  in  my  judg- 
ment— what  kind  of  organization  we  have,  what  kind  of  govern- 
ment we  have.  If  it's  not  right,  fix  it. 

We  also  have  to  look  at  resources  that  we  have.  In  my  case  we 
didn't  have  any  resources  very  much  except  good,  hard-  working 
people,  and  fi'om  that  we  developed  a  strategy  to  deal  with  high 
unemployment. 

When  I  became  involved  with  the  tribe  in  1955 — actually,  1957. 
For  2  years  I  watched  the  council  work.  But  prior  to  that  I  had 
been  gone  for  17  years,  about  7  of  that  in  a  boarding  school  in 
North  Carolina  and  10  years  in  the  Air  Force.  I  thought  I  was 
going  to  make  the  Air  Force  a  career,  but  I  didn't. 

I  went  back  home  and  had  no  plans  of  staying  there  because  I 
already  knew  the  conditions  there.  But,  to  make  a  long  story  short, 
I  got  interested  in  tribal  council  and  I  read  the  constitution.  By  the 
way,  we  are  IRA  tribe. 

It  had  a  lot  of  good  provision  in  there  for  development  of  tribal 
government,  management  of  your  own  affairs,  although  we  had  to 
amend  the  constitution  and  by-laws  to  make  it  work  for  us. 

In  doing  so,  we  changed  the  term  of  office  from  2  years  to  4,  stag- 
gered-term,  16-member  council  and  a  chief.  All  of  them  are  elected 
for  4  years.  They  have  to  run  on  a  platform  and  show  progress  and 
accountability. 

But  to  bring  industry  to  the  reservation  is  not  easy.  It's  hard 
work.  But  it  can  happen  because  maior  industries  are  moving  out 
of  the  United  States  into  third  world,  and  we're — a  lot  of  them 
don't  want  to  do  that,  but  because  of  competition  a  lot  of  them  go 
because  the  trend  has  already  started. 

But  we  have  industries  that — ^the  first  industry  that  came  on  the 
reservation  was  an  automotive-type  industry  in  1979.  That  was  a 
key  point,  because  if  we  didn't  succeed  on  that  first  industry — it 
was  a  small  one,  $500,000  contract  and  about  20  people — I  think 
they  were  just  going  to  look  and  see  if  we  could  do  the  work,  and 
we  did.  We  rose  to  tne  occasion  and  we  made  tremendous  progress 
since  then. 

That  leads  me  to  the  summary.  Since  1957,  when  we  first  opened 
our  doors,  we  had  $500,000  in  sales.  Today  we  have  $314  million 
in  sales.  We  had  20  people,  and  now  today  we  have  over  5,527  peo- 
ple, with  annual  payroll 
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The  Chairman.  That's  exclusive  of  Indian  gaming? 

Mr.  Martin.  That's  included.  Yes;  I'm  putting  it  on  the  table. 

We  have  annual  payroll  of  $86  million,  over  1,200,000  square 
feet  of  economic  development  space,  manufacturing  and  business, 
as  well. 

I  put  this  trust  land  in  here  because  we  are  using  168  acres  of 
trust  land  because  some  of  the  industries  that  we  have  are  off  the 
reservation  proper,  off  the  proper  reservation,  and  a  lot  of  them 
have  been  because  of  the  request  of  other  people  wanting  us  to 
come  and  establish  industry  in  their  commvmity. 

So  we  have  industries  in  five  counties.  We  have  industries  in  city 
industrial  parks.  We  have  an  industry  down  on  the  coast  in  Jack- 
son Countv. 

This  right  to  put  land  in  trust  has  made  us  even  grow  more  than 
we  have.  I  know  that  there  are  some  laws  or  Congressional  legisla- 
tion that  want  to  prevent  that,  want  to  make  it  harder,  but  the 
mechanism — I  don't  think  those  people  went  and  studied  the  mech- 
anism that's  already  in  place.  There  is  a  good  mechanism  in  place 
where  they  consult  local  officials  and  county  government — those 
people  affected  by  the  purchase  of  the  land.  We've  never  had  any 
problem  with  that. 

I  would  like,  if  at  all  possible,  we  don't  change  that  structure.  I 
think  we  have  a  right  to  do  that. 

So  we  have  13 — actually,  we  have  eight  manufacturing  plants, 
and  the  rest  of  that  is  in  business.  We  have  a  120-  bed  nursing 
home,  shopping  centers — not  a  big  one,  but  a  good  shopping  center 
that  serves  the  community. 

We  were  doing  real  well  even  before  gaming,  but  after  gaming 
came  that  was  the  cream  on  the  pie.  Really  now  we're  in  a  position 
to  do  some  things  great.  What  we're  trying  to  do  now  is  reinvest 
into  our  casino  operation,  because  that's  the  one  that's  making  the 
money  and  the  market  is  there,  people  are  there.  They  want  expan- 
sion, so  we're  making  a  major  expansion.  We're  paying  the  indebt- 
edness off  as  we  go,  so  that  leaves  us  very  little  to  do  some  of  the 
things  that  we  want,  but  we  do  save  enough  to  do  some  things  in 
our  community. 

"Unmet  needs"  is  what  I  call  it  beyond  what  the  government  has 
provided,  and  those  have  been  inadequate,  so  we're  meeting  those 
additional  needs  that  we  have. 

For  instance,  we're  building  a  $4  million  waste  disposal,  sewage 
disposal  that's  going  to  serve  all  of  the  community  now,  everything 
we  have  in  the  community,  rather  than — ^we  were  doing  a  piece-by- 
piece  thing  for  housing  and  any  development  that  we  had,  so  we're 
going  to  have  a  comprehensive  program  there. 

We're  building  new  homes.  Were  putting  a  lot  of  money  into 
scholarships.  It's  those  kind  of  things  that  most  all  tribes  are  doing 
with  their  gaming  money. 

Eventuafly  we  want  to  make  an  investment  so  that  the  interest 
from  that  investment  could  return  to  us  and  we'll  have  a  source  of 
income  there  that  would  be  ongoing. 

So  if  we  can  develop  a  good  economic  base  on  Indian  reservation, 
that's  going  to  reduce  cost  to  the  Government. 

One  point  that  I  want  to  make  here  is  that,  out  of  this  $174  mil- 
lion investment,  only  2  percent  of  that  was  Federal  investment.  I 
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think  that  the  pay-off  there  is  tremendous  when  you  take  that  into 
consideration — only  2  percent  of  Federal  moneys  was  involved  here. 

But  that  2  percent  was  at  the  front  end,  and  so  that's  what  got 
us  started  in  developing  an  economy  that  is  strong  and  is  beneficial 
not  only  to  us  but  everybody  in  the  surrounding  communities. 

And  the  oncoming  of  the  casino  has  really  brought — ^made  us  an 
economic  contributor  to  east  central  Mississippi,  and  that's  what 
we're  talking  about.  That's  the  whole  thing  about  self-determina- 
tion, being  able  to  increase  vour  sovereignty.  Without  that,  Senator 
Inouye  is  right — we  wouldn't  even  be  talking  here  because  we 
would  have  no  kind  of  authority  or  responsibility. 

So  the  governments  at  times  are  on  the  right  track,  sometimes 
they're  not.  Now  we  have  legislation  that's  trying  to  do  tribes  in. 
That's  wrong.  They're  not  doing  it  by  hearing;  they're  doing  it  in 
ways  that  called  "riders"  and  there  is  no— some  of  that  legislation 
could  have  real  effect  on  other  tribes  throughout  the  country,  and 
usually  some  Congressman  or  Senator  has  a  gripe  with  some  tribe 
and  their  immunity,  but  in  the  process  they  can  also  hurt  other 
communities  that  are  making  progress,  as  we  are. 

And  I'll  make  a  few  recommendations  here. 

I  feel  people  who  have  no  income  or  are  struggling  to  get  a  start 
need  technical  help.  They  need  continued  Feaeral  support  and 
things  that  would  make  them  go. 

But  I  think  Government  does  have  a  role  to  play.  As  I  said  ear- 
lier, a  lot  of  jobs  are  going  away  from  here.  We  need  to  shortstop 
those. 

I'd  like  to  see  tribes  have  a  right,  as  government-to-govemment 
relationship  with  the  United  States,  be  able  to  go  to  the  Depart- 
ment of  Defense  and  other  Federal  agencies  and  do  contract  with 
them  without  having  to  be  certified  by  8(a).  And  8(a)  is  a  good  pro- 
gram for  small  businessmen,  but  the  tribal  government  does  not  fit 
into  that  and  tribal  governments  do  not  need  to  be  certified  by  any- 
body. The/re  already  recognized  by  the  Federal  Grovemment  as  a 
government,  so  all  we  need  to  do  is  be  able  to  open  to  door  to  agen- 
cies where  we  can  go  in  and  do  contracts  with  them. 

I  would  like  to  see  that  happen  because  tribes  have  been  left  out 
because  agencies  will  tell  us,  "You  have  to  have  an  8(a)  certifi- 
cation," and  I've  been  trying  to  get  one  for  years  and  I'm  not  able 
to  get  one. 

Anyway,  that  would  be  a  good  source  of  market  because  United 
States  is  the  biggest  buyer  in  the  world.  They  might  as  well  make 
products  for  them,  as  well. 

We're  concerned  about  the  fee  to  trust.  We'd  like  to — if  there  is 
any  money  to  put  up  for  economic  development,  which  I'm  asking 
here  in  my  statement,  that  it  be  organized  in  such  a  way  that  we 
reduce  bureaucracy  and  have  a  sunset  clause  in  this  office. 

If  they're  not  doing  any  good,  we  don't  need  them.  If  after  maybe 
5  years  of  technical  assistance  a  funding  office  doesn't  work,  then 
we  can  let  it  go.  But  if  it's  doing  good,  then  it  can  be  kept.  So  prove 
it  to  us  first. 

I  really  appreciate.  Senator  McCain,  you  and  Senator  Inouye  and 
others  on  the  committee  who  have  worked  hard  for  Indian  causes. 
That's  still  needed,  but  tribes  are  making  progress.  The  tribes  are 
doing  things  that  you  never  have  done  before,  not  just  by  gaming. 
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A  lot  of  tribes  are  doing  things  because  they  have  the  resources 
and  they  have  the  leadership  and  want  to  improve  things  in  their 
lives  and  in  their  community  and  develop  a  strong  and  stable  tribal 
government.  That's  the  only  way  to  go. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  Chief  Martin. 

[Prepared  statement  of  Chief  Martin  appears  in  appendix.] 

The  Chairman.  President  Makil. 

STATEMENT  OF  IVAN  MAKIL,  PRESIDENT,  SALT  RIVER  PIMA- 
MARICOPA  INDIAN  COMMUNITY,  SCOTTSDALE,  AZ 

Mr.  Makil,  Thank  you,  Senator  McCain  and  other  members  of 
the  committee.  I  really  do  appreciate  the  time  that  you've  spent  not 
only  holding  this  hearing  but  for  your  leadership  on  many  of  our 
Indian  issues,  in  general.  Without  you  I  think  championing  some 
of  these  efforts,  I  think  we  would  not  have  many  of  the  opportuni- 
ties that  we  have  today,  and  particularly  the  area  of  self-deter- 
mination, self-sufficiency,  and  economic  development.  Those — I'll 
speak  to  it  in  my  testimony  as  it  relates  to  self-governance  and 
that  process  that  also  has  been  very  important,  because  I  think 
that,  at  least  in  some  of  the  suggestions  that  we  have  to  make,  that 
there  are  some  possible  solutions  to  some  of  these  issues  and  often 
these  things  that  impede  progress  and  economic  growth  for  tribes. 

It's  also  good  to  know  that  there  is  someone  that  understands 
that  stability  in  government  is  important.  As  has  been  said  several 
times  this  morning,  it  is  stability  in  government  that  is  necessary 
in  order  to  provide  services  and  meet  needs  of  people  in  our  com- 
munities. That  only  comes  with  the  ability  to  create  a  tax  base  and 
source  of  consistent  revenue,  and  it's  good  to  know  that  there  is 
that  understanding  here  in  the  committee  and  that  you  have 
brought  that. 

I'd  like  to  again  say  that  what  I  will  do  is  try  to  summarize  my 
remarks.  The  statement  is  much  more  specific,  and  I'll  say  in  the 
beginning  it  includes  some  suggested  draft  legislation  which  we 
think  would  be  helpful  to  promoting  the  efforts  of  economic  devel- 
opment for  tribes. 

One  of  the  things  that  is  important  in  this  process  and  that  we 
have  dealt  with  over  time  has  been  the  issue  of  assessing  and  mak- 
ing some  determination  of  our  natural,  physical,  financial,  and 
human  resources.  For  us  at  Salt  River,  making  that  assessment 
was  key  to  being  able  to  understand  what  the  potential  for  eco- 
nomic growth  could  be. 

It  took  a  long  time,  and  part  of  that  process  was  also  understand- 
ing what  the  needs  of  the  community  were  and  also  understanding 
what  would  be  acceptable  to  the  community,  our  tribal  people  that 
have  to  live  in  the  community. 

Because  our  community  is  small  and  land  base  is  very  critical, 
the  use  of  it  is  very  critical.  It  was  important  to  have  an  under- 
standing from  the  people  that  had  to  live  with  this  development 
what  any  kind  of  economic  growth  might  be  or  how  it  would  impact 
the  lifestyle  of  people,  which  is  something  that  was  mentioned  here 
earlier,  as  well,  toaay. 

One  of  the  ways  in  which  we  dealt  with  this  issue  was  to  create 
what  we  called  a  "vision  statement."  What  this  process  entailed 
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was  not  only  doing  that  assessment  of  our  natural,  physical,  finan- 
cial, and  human  resources,  but  it  also  dealt  with  having  some  un- 
derstanding and  input  fi-om  community  people,  themselves,  as  to 
what  kinds  of  development  were  they  willing  to  live  with,  what 
kinds  of  development  were  consistent  not  only  with  lifestyle,  but 
with  the  cultural  considerations  that  were  extremely  important  to 
the  community. 

So  we  did  tnat.  The  vision  statement  took  some  time,  but  what 
we  found  was  that  it  was  a  very  important  document  for  guiding 
the  planning  and  growth  of  our  community,  both  economically  and 
socially,  so  what  it  did  was  sort  of  bring  things  together  in  a  more 
balanced  way. 

We  also  were  able  to,  in  that  process,  help  our  community  mem- 
bers better  understand  the  need  to  stabilize  government  by  creat- 
ing revenue  to  tribal  government  which  could  then,  in  turn,  provide 
services  to  members. 

One  of  the  things  that  we  also  faced  and  have  dealt  with  signifi- 
cantly is  understanding  and  helping  our  neighbors  understand,  and 
by  that  I  mean  surrounding  communities. 

As  you  well  know.  Senators — and  maybe  others  may  not — Salt 
River  is  fortunate  in  some  respects  and  not  fortunate  in  many 
other  respects,  but  we  are  surrounded  bv  the  cities  of  Scottsdale, 
Mesa,  and  Tempe,  and  almost  completely  surrounded — now  even 
more  so. 

There's  not  room  for  growth  outside  our  boundaries,  and  the 
interaction  that  we  have  with  the  surrounding  cities,  the  county, 
and  the  State  has  been  critical  to  our  growth  and  development. 

So,  aside  from  just  the  assessment  of  our  own  needs  and  con- 
cerns, one  of  the  things  that  we  deal  a  great  deal  with  is  our  rela- 
tionship and  interaction  with  those  surrounding  communities. 

Marketing  has  been  a  very  important  factor,  and  how  we  do  mar- 
keting has  been  critical  to  the  success  of  our  growth  and  develop- 
ment. 

I  guess  even  though  there  may  have  been  times  where  Salt  River 
has  nad  the  definite  differences  with  our  surrounding  communities, 
we  have  been  able  to  resolve  most  of  those  differences  and  come  to 
some  agreement  on  some  of  these  things. 

What  the  cities  have  begun  to  understand,  or  those  communities 
that  surround  us,  is  that  economic  development,  iust  like  crime, 
knows  no  boundaries.  And  so,  while  there  is  a  boundary  along 
Pima  Road  that  separates  the  city  of  Scottsdale  and  the  Salt  River 
Pima-Maricopa  Indian  commimity,  those  people  that  live  in  those 
communities  also  work  in  our  community,  as  well. 

An  example  is  the  pavilion  shopping  center  that  is  a  power  cen- 
ter that  has  been  one  of  the  most — and  written  up  in  many  of  the 
trade  magazines  as  one  of  the  most  successful  in  the  Nation. 

Because  we  did  not  have  the  work  force  to  supply  all  the  jobs 
that  were  created  by  the  pavilion  shopping  center,  many  of  those 
jobs  are  filled  by  non-Indians  in  surrounding  communities. 

So,  like  with  all  forms  of  economic  growth  for  development  in  In- 
dian communities,  the  impact  then  extends  outside  the  boundaries 
of  our  communities.  It  is  a  regional  impact. 

In  several  of  our  developments,  that  same  concept  continues  to 
foster  and  develop  better  relationships  with  the  cities,  because  now 
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there  is  an  iinderstandinff  that  those  people  that  do  contribute  to 
our  economy  also  not  only  put  dollars  into  the  economy  of  Salt 
River,  but  they  put  dollars  into  the  economy  of  surrounding  com- 
munities, so,  m  other  words,  economic  impact.  And  that  positive 
impact  that  it  creates  also  creates  a  positive  impact  to  those  sur- 
rounding communities. 

Much  of  what  our  process  has  included  has  been  evaluating  and 
making  some  assessment  of  potential  negative  impacts  brought  on 
by  economic  growth,  as  well.  We  take  a  lot  of  time  to  look  at  those 
impacts  so  as  to  be  able  to  minimize  any  potential  negative  impacts 
that  might  come  along  with  growth  and  development,  and  gen- 
erally those  are  social  impacts. 

We  have  the  impacts  of  increased — ^for  instance,  with  the  shop- 
ping center  we  have  increased  police  and  fire  protection  that  is  nec- 
essary, increased  demands  on  our  physical  infrastructure,  and  that 
is  a  very  important  consideration  for  tribes  because  there  has  not 
been  the  kind  of  financial  support  for  physical  infrastructure  on 
reservations  as  has  been  given  to  local  cities  and  towns,  et  cetera. 

Unfortunately,  I  guess  in  the  past  it  was  determined  by  someone 
that  dollars  werent  necessary  because  there  was  not  economic 

frowth  within  Indian  communities,  that  dollars  weren't  given  to 
evelop  the  kind  of  industrial  infrastructure  that  is  important  to 
economic  growth. 

That  infrastructure  is  very  costly.  When  sewage  treatment  plants 
or  water  treatment  plants  begin  at  the  figures  of  $200  million, 
those  are  dollars  that  are  just  simply  unattainable  by  tribes  with- 
out some  sort  of  support,  so  that  kind  of  assistance  is  still  nec- 
essary. 

Here  we  are,  meaning  Salt  River,  in  a  metropolitain  area,  prac- 
tically in  the  center  of  this  metropolitan  area,  and  we're  still  on 
septic  tanks  and  have  to  develop  systems  that  deal  with  our  devel- 
opment specifically  on-site. 

What  we  are  doing  and  what  we  have  planned  for  is  an  overall 
water  and  infrastructure  treatment  facility,  but  all  of  those  things 
are  part  of  this  process. 

One  of  the  ways  in  which  we  think  that  this  whole  process  and 
some  of  these  impediments  to  economic  growth  or  development  can 
be  dealt  with  is  by  dealing  through  the  self-  governance  model.  One 
of  the  things  that  gets  created  by  the  self-governance  model  is  sup- 
posedly and  hopefully  some  acknowledgement  that  a  tribe  has  an 
ability  to  manage  itself  in  an  efficient  way. 

If  it  is  determined  that  a  tribe  can  manage  itself  efficiently,  then 
consideration  ought  to  be  given  to  some  of  the  responsibilities  that 
the  Bureau  of  Indian  Affairs  [BIA]  does  now  have  responsibility 
for — ^things  such  as  the  requirement  that  contracts  with  the  tribes 
that  affect  land  require  the  approval  of  the  Secretary  of  Interior, 
which  I'm  referring  to  25  U.S.C.  81,  and  that  covers  a  number  of 
areas. 

Basically  what  we've  discovered — and,  as  I'm  sure  all  tribes 
have — is  that  in  looking  to  fund  any  of  our  developments  or  a  de- 
velopment that  is  being  brought  onto  the  community,  that  banks 
and  bond  underwriters  routinely  require  this  section  in  making 
sure  that  they  have  secretarial  approval,  and  sometimes  that  can 
be  a  very  long  process,  depending  on  the  development. 
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I  guess  the  reason  that  that  occurs  is  because  of  the  require- 
ments of  the  National  Environmental  Policy  Act,  NEPA.  Under 
that  act  the  Interior  Department  cannot  sign  or  take  any  signifi- 
cant action  without  first  reviewing  the  environmental  consequences 
of  that  action.  That  usually  results  in  the  creating  or  preparation 
of  an  environmental  assessment,  which  sometimes  hopefully,  in 
some  of  our  cases,  leads  to  a  finding  of  no  significant  impact,  but 
it  can  also  lead  to  a  full-blown  environmental  impact  statement 
which  is  a  process  that  can  delay  development  as  much  as  18 
months  initially. 

During  that  18-month  period,  one  of  the  problems  that  occurs  is 
that  sometimes  development  gets  delayed  to  the  extent  that  even- 
tually it  doesn't  occur. 

We  have  had  projects  that,  because  of  this  process,  we  have  not 
been  able  to  move  forward  on.  Generally  we've  been  able  to  get 
around  it  and  to  finesse  our  way  through  the  process,  but  that  has 
not  been  without  great  difficulty. 

Without  taking  a  whole  lot  more  time,  Mr.  Chairman,  there  are 
several  things  that  I  could  refer  to,  but  they  are  included  in  the 
statement.  And,  as  I  said  before,  we  have  included  also  in  the 
statement  some  suggested  legislation  that  I  think  could  be  really 
helpful,  and  that's  without  even  touching  the  tax  issue,  which  is 
also  a  very  critical  issue,  as  I'm  sure  you  well  know.  It  is  one  that 
is  going  to  need  future  consideration,  and  the  sooner  that  we  can 
begin  to  deal  with  that  issue,  I  think  the  sooner  you  will  see  more 
successes  for  tribes,  as  well. 

In  closing,  just  let  me  say  that  one  of  the  things  that  has  been 
important  to  tribes  is  to  be  able  to  be  creative  and  not  only  look 
at  economic  development  within  the  boundaries  of  our  commu- 
nities, but  also  to  look  at  investments  outside  the  communities  and 
to  be  able  to  be  competitive. 

Salt  River  has  done  that,  and  we  have  done  it  successfully,  but 
we  have  done  it  through  a  lot  of  hardships  and  have  some  who 
have  almost  not  been  able  to  come  about  simply  because  of  the 
processes  that  are  in  place  with  some  of  the  Federal  regulations 
that  exist  today. 

With  that,  sir,  I  thank  you  very  much  for  the  opportunity  to 
speak  here  today. 

The  Chairman.  Thank  you  very  much. 

[Prepared  statement  of  Mr.  Makil  appears  in  appendix.] 

The  Chairman.  Would  both  you  and  Chief  Martin  agree  that  the 
relations  with  the  surrounding  community,  especially  in  your  place, 
your  situation,  is  really  a  vital  ingredient  tx)  success? 

In  your  case.  President  Makil,  there  has  been  this  continuous 
growth  around  and  you've  had  to  obviously  not  only  take  advantage 
of  economic  development,  but  also  fend  off  challenges  from  time  to 
time. 

And  in  your  case,  Chief  Martin,  you've  even  been  invited  into  the 
surrounding  community  to  set  up  for  the  sake  of  economic  develop- 
ment. 

Maybe  both  of  you  could  comment  on  that,  beginning  with  you, 
Ivan. 
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Mr.  Makil.  It  has  been  vital  and  it  has  been  important  for  Salt 
River  to  be  able  to  remove  this  cloud  of  mystery  about  what  Salt 
River  is  all  about. 

It  has  been  helpful,  not  only  in  terms  of  the  general  public,  but, 
in  particular,  the  business  community. 

For  instance,  if  you  recall — and  I  remember  as  a  Congressman 
you  were  extremely  helpful  in  helping  Salt  River  get  a  jurisdiction 
and  arbitration  clause  which  provided  for  a  limited  waiver  of  sov- 
ereign immunity  so  we  could  get  funding  from  financial  sources — 
banks,  et  cetera. 

And  what  has  happened  in  that  process,  over  time — and  that  was 
in  the  mid-1980's,  and  what  has  happened  over  time  is  that  the 
successes  that  have  occurred,  that  we  almost  don't  have  to  use  that 
clause  any  more  simply  because  initially  it  was  important  for  those 
financial  and  those  lending  institutions,  that  business  commimity 
outside  the  community,  to  feel  comfortable  that  there  were  ways  of 
resolving  disputes. 

And  so  what  has  happened  now  is  that  they  understand  that 
there  are  ways  and  more  clearly  understand  what  those  ways  are 
of  resolving  disputes  within  the  boundaries  of  a  community,  so  that 
they  no  longer  even  require  that  particular  section  to  be  included 
in  many  of  our  leases. 

So  that  has  been  mainly  an  effort  in  terms  of  not  only  experi- 
ence, but  the  public  relations  and  working  with  the  communities — 
in  particular,  the  business  community — ^in  that  particular  case. 

The  Chairman.  Chief  Martin. 

Mr.  Martin.  I  found  out  early  on  that  if  we  had  anything  in  com- 
mon with  the  other  people  in  our  communities,  it  was  high  unem- 
ployment. High  unemployment  affected  everybody,  so  in  working 
with  mayors  and  other  leaders  in  the  community  we  started  work- 
ing together  in  that  manner,  keeping  each  other  informed.  It  didn't 
matter  who  got  the  industry,  as  long  as  we  got  jobs. 

And  so  that  has — by  having  the  jobs  that  we  have,  it  has  created 
goodwill.  We  have  good  cooperation  from  all  of  the  governments  in 
the  surrounding  area.  We  have  attained  a  lot  of  respect.  And  it  also 
has  given  us  some  political  power,  as  well. 

So  it's  a  good  thing  to  work  with  the  surrounding  community, 
providing  they  want  to  work  with  you — and  most  of  them  do. 

The  Chairman.  I  have  watched,  and  so  has  President  Makil,  in 
the  particular  case  of  the  Salt  River  Maricopa-Pima,  an  atmosphere 
of  mutual  suspicion  evolve  into  an  environment  and  atmosphere  of 
not  only  trust  but  also  an  ability  to  work  together  to  preserve  some 
of  the  great  natural  beauties  of  our  State,  which  a  lot  of  people 
didn't  believe  was  possible. 

I  think  that  both  of  you  serve,  and  the  reason  why  we  asked  you 
to  come  here  today  was  because  of  the  example  that  you  are  of 
what  can  be  achieved  and,  frankly,  what  our  goal  is. 

That  doesn't  mean  that  everything  is  fine,  but  it  does  mean  that, 
in  my  view,  that  you  have  made  the  kind  of  progress  that  we'd  like 
to  see  throughout  Indian  Country. 

Senator  Inouye. 

Senator  Inouye.  I  would  just  like  to  note  that  the  suggestions 
made  by  the  witnesses  on  statutory  changes,  I  think  it's  reason- 
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able.  And  I  would  suggest,  Mr.  Chairman,  that  we  have  our  staff 
look  into  it  and  see  if  we  can't  come  up  with  something. 

The  Chairman.  I  think  well  definitely  do  that,  and  we  thank  you 
very  much. 

We  thank  the  witnesses  and  appreciate  your  being  here  this 
morning. 

Our  tnird  panel  is:  Peter  Ferrara  of  the  Americans  for  Tax  Re- 
form and  Richard  Cowden,  the  American  Association  of  Enterprise 
Zones. 

Mr.  Makil.  If  I  might  add,  Mr.  Chairman,  in  Salt  River's  case 
it's  all  done  without  gaming. 

The  Chairman.  I  understand.  I  understand  that  issue  still  faces 
us,  Mr.  President. 

Welcome  to  both  of  you.  Please  proceed,  Mr.  Ferrara. 

STATEMENT  OF  PETER  FERRARA,  AMERICANS  FOR  TAX 
REFORM,  WASfflNGTON,  DC 

Mr.  Ferrara.  Thank  you,  Mr.  Chairman. 

I  have  had  the  occasion  recently  to  study  in  detail  the  experience 
of  the  Choctaw  Indian  Tribe  in  rural  Mississippi,  and  for  a  number 
of  years  I  have  written  for  a  number  of  organizations  on  economic 
development,  and  these  two  things  have  come  together  to  form  my 
testimony  today. 

Thirty  years  ago  the  Choctaw  Indian  Tribe  in  rural  Mississippi, 
just  to  paint  some  more  detail — of  course.  Chief  Martin  knows  far 
more  about  all  of  this  than  I  do,  but  let  me  fill  in  some  more  detail 
and  provide  you  with  my  analysis  of  what's  happened. 

If  you  go  back  30  years,  the  Choctaw  Indian  Tribe  in  rural  Mis- 
sissippi suffered  from  the  same  legacy  of  poverty,  dependency,  and 
despair  that  you've  seen  as  the  experience  of  American  Indians 
across  the  country.  They  regularly  suffered  from  75  percent  unem- 
ployment, and  those  that  did  work  were  poorly-compensated  share 
croppers.  Of  Choctaw  housing,  85  percent  was  classified  as  sub- 
standard. Local  education  stopped  at  the  sixth  grade.  The  only 
health  care  was  from  a  nearby  Federally-run  hospital.  Life  expect- 
ancy was  only  45  to  50  years,  and  infant  mortality  was  among  the 
highest  in  the  U.S. 

This  was  all  encapsulated  by  a  local  newspaper  which  called  the 
Choctaw  Tribe,  at  that  time,  "the  worst  poverty  pocket  in  the  poor- 
est State  of  the  Union." 

Today,  however,  the  Choctaws  are  an  economic  powerhouse,  the 
proprietors  of  a  sprawling,  multi-enterprise  commercial  empire. 
They  are  the  largest  employer  in  Neshooa  County,  and  Professor 
Kalt,  in  fact,  had  some  more-up-to-date  data  when  he  said  they 
were  the  fourth  or  fifth  largest  employer  in  the  entire  State. 

How  did  they  do  all  this?  Well,  I  think  the  process  started  when 
Phillip  Martin  became  centrally  involved  in  leading  the  Choctaw 
Nation  in  1959,  and  he  started  with  a  philosophical  outlook  that 
realized  that  the  Choctaws  were  never  going  to  climb  out  of  poverty 
through  Government  handouts  and  welfare.  He  saw  that  the  only 
way  out  was  to  create  real  jobs  in  the  private  sector,  and  they  set 
on  this  course. 

I'm  going  to  talk  about  why  I  think  they  reached  the  success  they 
did,  but  it  took  them  until  1979  before  it  really  began  to  take  off. 
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In  that  year  they  opened  a  42,000  square  foot  plant  that  assembled 
automotive  wire  harnesses  for  General  Motors.  Today  the  Choctaws 
employ  almost  1,000  people  building  wire  harnesses  for  Ford,  and 
Ford  nas  signed  a  new  contract  to  triple  their  orders  and  expand 
that  plant. 

That  was  just  the  beginning.  Another  60,000  square  foot  plant  on 
the  reservation  produces  speakers  for  Ford,  Chrysler,  and  McDon- 
nell-Douglas, with  annual  sales  close  to  $30  million. 

Another  plant  employees  175  workers  producing  cables  for  Ford 
and  Chrysler  and  circuit  boards  and  other  electronic  units  for 
AT&T,  Xerox,  Westinghouse,  and  Navistar. 

Still  another  plant  employees  150  workers  assembling  and  hand- 
finishing  greeting  cards  for  American  Greetings. 

Another  enterprises  produces  close  to  1  million  pieces  of  plastic 
cutlery  a  day  for  McDonald's. 

The  Choctaws  also  own  and  operate  the  largest  volume  printer 
in  the  gulf  area  in  another  72,000  square  foot  plant. 

They  also  run  a  construction  company  and  their  own  shopping 
center. 

Last  year  they  opened  their  newest  enterprise,  the  $38  million 
Silver  Star  Hotel  and  Casino.  This  150,000  square  foot  casino  em- 
ploys 2,000  workers,  and  expansion  plans  are  already  underway  to 
add  hotel  rooms,  another  shopping  center,  a  golf  course,  entertain- 
ment center,  and  a  tribal  and  cultural  center. 

A  few  Indian  tribes  have  achieved  great  success  with  gaming  en- 
terprises, but  I  think  what  makes  the  Choctaws  particularly  inter- 
esting is  that  thejr  have  achieved  their  economic  independence  with 
a  highly-diversified  industrial  and  commercial  operation.  They 
proved  that  they  can  build  a  real  and  vibrant  economy  on  their  res- 
ervation. 

All  told,  the  Choctaws  now  operate  12  major  businesses  on  tribal 
lands.  These  enterprises  are  expected  to  generate  $300  million  in 
sales  this  year.  With  8,000  members,  over  half  under  17  or  elderly, 
the  tribe  now  employs  over  5,000  workers,  about  half  from  outside 
the  tribe,  and  expansion  plans  would  probably  add  1,500  to  2,000 
jobs  over  the  next  few  years. 

As  a  result,  unemployment  among  the  Choctaws  is  now  below  20 
percent.  Contrast  this  to  where  we  were  30  years  ago.  Average 
family  income  has  climbed  from  $2,000  per  year  20  years  ago  to 
over  $13,000  today.  Remarkably,  only  2.7  percent  of  household  in- 
come among  the  Choctaws  comes  fi-om  welfare  or  other  social  pro- 
grams. 

The  average  educational  level  of  tribal  members  has  climbed 
from  sixth  grade  in  1975  to  almost  12th  grade  today.  Substandard 
housing  among  the  Choctaws  is  down  to  15  percent  from  85  per- 
cent. Life  expectEincy  has  soared  to  65  to  75  years,  and  infant  mor- 
tality has  plummeted  to  the  national  average. 

I  would  also  note,  in  answer  to  a  question  you  raised,  Mr.  Chair- 
man, early  on  about  tribal  culture,  I  think  the  experience  of  the 
Choctaw  shows  that  economic  prosperity  reinforces  tribal  culture, 
because  without  the  economic  means 

The  Chairman.  Do  you  agree  with  that,  Chief  Martin? 

Mr.  Martin.  Yes. 

The  Chairman.  Go  ahead. 
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Mr.  Ferrara.  Without  the  economic  means,  the  young  people 
will  leave  the  tribe,  the  tribe  is  not  a  viable  unit  any  longer  to 
maintain  its  identity.  It  needs  the  economic  prosperity  to  remain 
viable  so  that  it  can  maintain  its  identity  and  provides  resources 
that  can  be  used  to  reinforce  tribal  culture. 

Now,  the  Choctaw  Tribe,  of  course,  runs  their  own  reservation 
government,  and  Chief  Martin  has  been  a  leader  in  convincing  the 
Federal  Government  to  contract  out  to  the  tribe  services  the 
Federals  would  otherwise  provide. 

Under  a  contract  with  the  Bureau  of  Indian  Affairs,  the  tribe  op- 
erates six  elementary  schools,  a  middle  school,  and  a  high  school, 
covering  1,400  students  overall. 

Under  a  contract  with  Indian  Health  Service,  the  tribe  runs  a  43- 
bed  hospital  and  several  community  clinics.  It  also  operates  a  120- 
bed  nursing  home. 

In  addition,  the  tribe  constructs  housing  to  be  sold  or  leased  to 
its  members,  currently  managing  over  900  units.  The  tribe  also 
manages  its  own  water,  sewer,  and  waste  disposal  systems. 

All  of  these  government  functions  are  financed  without  tribal 
taxes.  The  tribe  uses  revenues  from  its  business  operations,  fees  for 
some  directly-provided  services,  and  Federal  funds  the  Government 
is  obligated  to  provide  by  treaty. 

Now,  in  explaining  its  success,  we  should  not  overlook  the  hard 
work  of  the  Choctaws,  themselves,  the  value  of  leadership  that 
they've  had.  We  are  dealing,  in  this  case,  with  a  group  of  people 
that  have  a  heritage  of  grit  and  determination  because  they  are  de- 
scendent  from  the  remnants  of  the  Choctaw  Nation  that  managed 
to  stay  behind  when  President  Andrew  Jackson  relocated  most 
Choctaws  to  Oklahoma  in  1830.  And  they  have  shown  very  high- 
quality  in  terms  of  their  production,  and  there  are  a  number  of  sta- 
tistics here  in  my  testimony  about  that. 

But  there  are  two  Federal  policies  that  I  want  to  highlight  that 
I  think  have  been  important  and  central  in  this  story  of  economic 
success. 

First  of  all  is  that,  as  someone  who  worked  on  the  enterprise 
zone  policy  in  the  Reagan  administration  and  helped  to  develop 
their  proposals,  what  strikes  me  about  the  current  regime  that  ap- 
plies to  Indian  reservations,  the  regime  of  law,  is  that  effectively 
they  already  have  an  enterprise  zone  policy  for  tribes. 

Because  tribes  are  considered  sovereign  governmental  units, 
their  reservations  are  exempt  from  State  and  local  taxes  and  regu- 
lations. Businesses,  Indian  workers,  and  transactions  on  the  res- 
ervations are  exempt  from  State  and  local  sales,  property,  and  in- 
come taxes.  Enterprises  owned  by  the  tribe  on  the  reservation  are 
exempt  from  Federal  taxes  and  many  Federal  regulations.  Of 
course,  the  tribes  generally  do  not  propose  their  own  taxes. 

Moreover,  the  tribes  can  provide  their  own  public  services — effec- 
tively, these  services  are  quasi -privatized  in  a  sense — and  they  can 
make  those  services  as  attractive  as  possible  to  potential  busi- 
nesses. 

This  follows  the  exact  model  that  people  were  trying  to  advocate 
in  terms  of  enterprise  zones  for  distressed  areas  across  the  country, 
including  Indian  reservations. 
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I  think  what  the  Choctaw  experience  shows — and  they  didn't  for- 
merly think  of  this  as  an  enterprise  zone  pohcy,  or  whatever — is 
that  there's  a  lot  of  opportunity  there  in  this  policy  that  Indian 
tribes  can  use  to  help  promote  economic  development. 

Now,  a  second  key  government  policy  is  what  Professor  Kalt 
more  elegantly  called  "sovereignty,"  and  I  talk  about  in  here  as  the 
policy  of  contracting  out  Bureau  of  Indian  Affairs'  services  and  gen- 
eral devolution  of  authority  to  the  tribes. 

The  Choctaws  have  been  the  leaders  in  experimenting  with  this 
over  the  years.  Every  time  there's  a  change  in  Federal  law  to  allow 
them  to  take  more  control  over  services  provided  on  their  reserva- 
tion, they  have  immediately  jumped  into  that.  And  so  through  this 
means  they've  taken  over  local  control  of  almost  every  BIA  service 
and  traditional  government  function,  including  police,  courts,  fire 
protection,  roads,  education,  and  a  wide  range  of  social  services. 

Now,  this  enables  the  Choctaws  to  offer  tne  most  appealing  con- 
ditions possible  for  potential  entrepreneurs  and  business  enter- 
prises. They  can  provide  attractive,  efficient,  low-cost  public  serv- 
ices while  minimizing  bureaucratic  and  regulatory  hassles,  and  it 
also  enables  them  to  provide  far  superior  services  to  their  own  peo- 
ple. 

So  let  me  just,  in  conclusion,  recommend  a  strategy  here  for  the 
Federal  Government,  drawing  on  these  conclusions. 

First,  the  Federal  Government  should  support  and  extend  the 
current  effective  enterprise  zone  policy  for  Indian  reservations.  At 
a  minimum,  it  should  avoid  any  policies  or  changes  that  would  take 
away  any  of  the  current  economic  appeal  these  reservations  have 
by  opposing  new  taxes  or  regulations  through  any  level  of  govern- 
ment. 

For  example — and  this  may  be  something  you're  going  to  deal 
with  in  the  next  couple  days  or  so — ^there  has  been  some  effort  in 
Congress  to  sharply  limit  the  ability  of  tribes  to  extend  reservation 
authority  over  potential  new  business  opportunities  that  may  be  in 
their  local  area. 

The  Choctaws  are  a  great  example  of  this.  A  number  of  times 
they've  been  requested  by  people  in  surrounding  areas:  "Please  es- 
tablish an  enterprise  in  our  community.  We  have  an  opportunity 
for  you.  We  know  that  you're  expert  in  this  or  that  and  you  have 
a  good  record  of  economic  management."  They  were  only  able  to  do 
that  by  getting  those  areas  added  to  their  reservation. 

In  fact,  they  started  with  very — the  actual  reservation  land  that 
thev  started,  the  core  land,  is  very  poor.  It's  very  hilly,  it's  very 
rocky,  it's  not — they  don't  have  a  lot  of  opportimity  to — the  location 
is  not  in  the  greatest  economically-vibrant  area,  and  by  them  being 
able  to 

The  Chairman.  We've  had  a  tendency  to  give  that  kind  of  land 
to  the  Indians  over  the  years. 

Mr,  Ferrara.  Yes;  I  think  that  had  a  lot  to  do  with  it.  And  it 
doesn't — where  thev've  established  these  enterprises,  they've  been 
great  for  those  local  commimities. 

They  are  pulling  all  of  eastern  Mississippi  up  into  an  economic 
boom  by  their  economic  leadership,  and  so  that's  the  model  we 
should  follow,  and  we  should  not  accept  any  of  these  proposals  to 
cut  back  on  that. 
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So  maximum  economic  opportunity  for  Indian  reservations 
should  be  pursued,  and  the  Federal  Government  can  tiy  to  encour- 
age other  Indian  enterprises  to  look  at  these  opportunities  that  cur- 
rently exist  with  effective  enterprise  zone  policy  to  see  if  there  are 
ways  that  that  can  be  expanded  so  that  we  provide — we  reduce  fur- 
ther the  Grovemment  burdens  on  economic  opportunity  and  growth. 
This  would  be  an  example  that  later  could  provide  policy  for  the 
entire  country. 

Second,  the  policy  of  contracting  out  BIA's  services  and  devolving 
authority  and  control  to  the  Indian  tribes,  themselves,  should  be 
maintained  and  expanded  as  much  as  possible.  Again,  you  see  this 
whole  experience  with  the  Choctaws  in  terms  of  contracting  out 
and  taking  over  control. 

Third,  Congress  should  consider — I  support  this  idea  of  block 
granting  current  BIA  funds  to  the  tribes.  Under  this  approach, 
each  tribe  would  receive  its  share  of  BIA  funding  directly  and  could 
then  use  the  funds  on  essential  programs  as  they  each  thought 
best.  Each  tribe  would  then  be  able  to  use  the  available  funds  in 
ways  best  suited  to  local  needs  and  circumstances  and  the  bureau- 
cratic overhead  of  the  BIA  would  be  eliminated. 

Also,  a  big  problem  you  see  inherent  in  any  bureaucracy  is  bu- 
reaucratic self-interest.  The  brutal  fact  is,  if  you're  a  bureaucrat 
living  in  Washington,  they're  going  to  have  to  pry  the  power  out 
of  you  to  devolve  that  power  back  to  State  and  local  governments. 
If  you  shift  to  block  grants,  you  bypass  much  of  that  battle  which 
goes  on  over  bureaucratic  self-interest. 

Finally,  to  add  to  this  block  granting  concept,  let  me  offer  an  idea 
that  may  or  may  not  be  new.  You  should  consider  block  granting 
each  of  the  tribes  their  appropriate  respective  shares  of  each  of  the 

major  welfare  programs.  We  are  talking  about  now  moving we 

are  block  granting  some  of  the  Federal  welfare  programs,  and 
that's  a  concept  that  may  go  much  further  in  the  future.  I  think 
we  should  think  about  saying,  "Let's  block  grant  directly  to  the 
tribes  as  sovereign  governments  their  share  of  these  programs." 
That  would  give  them  another  source  of  economic  resources  that 
they  could  then  best  use  for  local  needs  and  circumstances. 

Thank  you  very  much. 

The  Chairman.  By  the  way,  you  might  be  interested  to  know 
that,  in  response  to  a  modest  effort  to  block  grant  some  of  the 
money  to  the  tribes,  the  Administration  sent  over,  as  part  of  their 
objections  to  the  bill,  an  objection  to  that.  I  can't  imagine  which  bu- 
reaucracy might  have  generated  that  objection. 

Thank  you,  Mr.  Ferrara. 

[Prepared  statement  of  Mr.  Ferrara  appears  in  appendix.] 

The  Chairman.  Mr.  Cowden,  welcome.  Thank  you  for  being  with 
us  today.  Please  proceed  with  your  testimony. 

STATEMENT  OF  RICHARD  COWDEN,  AMERICAN  ASSOCIATION 
OF  ENTERPRISE  ZONES,  WASfflNGTON,  DC 

Mr.  Cowden.  Mr.  Chairman,  I  want  to  thank  you  for  this  oppor- 
tunity to  address  the  committee. 

I'm  the  Executive  Director  of  the  American  Association  of  Enter- 
prise Zones.  Since  1985  the  association  has  represented  cities  and 
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States  and  tribes  that  have  used  enterprise  zones  and  other  related 
techniques  to  promote  economic  development  and  redevelopment. 

The  enterprise  zone  concept  has  evolved  since  the  early  1980's. 
It's  no  longer  limited  to  tax  and  regulatory  relief  strategies.  The 
model  that  has  prevailed  combines  incentives  with  service  and  in- 
frastructure improvements,  as  well  as  a  commitment  to  innovation. 

Cities  have  found  that  tax  incentives,  alone,  have  an  impact  only 
at  the  margins.  That  is  why  many  have  shifted  to  an  approach  that 
emphasizes  improving  their  advantages  vis  a  vis  surrounding  more 
affluent  areas  with  which  they  must  compete  for  business  invest- 
ment. 

The  major  barriers  to  reservation  development  relate  to  a  lack  of 
infrastructure  and  labor  force  preparedness  problems.  Both  of  these 
matters  were  taken  into  consideration  in  the  formulation  of  S.  211, 
which  were  the  Indian  provisions  to  the  1993  Empowerment  Zone 
Enterprise  Communities  Act. 

So  far  their  response  to  this  program  has  fallen  somewhat  below 
expectations. 

Tribes  need  and  deserve  to  exercise  their  rights  to  self-deter- 
mination, but  strictly  from  an  economic  development  standpoint 
they  suffer  by  being  cut  off  from  their  surrounding  micro-economies 
and  from  the  State  benefits  that  flow  to  other  cities. 

Tribes  that  wish  to  integrate  with  their  regional  economies 
should  forge  new  relationships  with  their  States,  neighboring  com- 
munities, counties,  regional  transportation  planning  and  develop- 
ment organizations. 

Certain  changes  in  Federal  policy  may  help  give  tribes  the  tools 
they  need  to  function  on  a  more  equal  footing  with  their  neighbors. 

One  of  the  problems  with  S.  211  was  that  it  put  the  tribes  in  the 
role  of  being  a  passive  beneficiary.  They  must  rely  on  the  decision- 
making of  private,  off-reservation  taxpaying  entities.  This  policy 
should  be  augmented  with  a  challenge  to  those  tribes  that  wish  to 
take  the  bull  by  the  horns  to  promote  their  own  development.  I 
have  noted  a  few  examples  of  how  we  think  this  might  be  done. 

Tribes  should  have  better  access  to  successful  infrastructure  de- 
velopment methods. 

Let  me  just  describe  how  most  cities  build  their  infrastructure. 
They  typically  do  it  with  municipal  bonds.  It's  a  common  debt  in- 
strument. They  use  it  to  build  roads,  water  treatment  plants,  sew- 
age treatment  plants,  and  so  forth.  But  they  don't  do  it  in  isolation. 

They  often  have — especially  rural  communities  have  the  support 
of  a  whole  infrastructure  or  whole  State  system  of  support  that  in- 
cludes usually  a  league  of  municipalities  which  provides  them  tech- 
nical assistance  in  bundling  bonds,  securitizing  bonds — which  are 
typically  backed  up  with  a  State  fund  that  enhances  the  market- 
ability of  those  bonds,  which  are  then,  in  turn,  sold  as  a  bundle  on 
the  open  market. 

Tribes  have  no  access  to  any  kind  of  similar  instruments. 

One  of  the  things  that  we  think  might  help  those  tribes  that  do 
want  to  more-fully  integrate  with  their  surrounding  communities  is 
to  either  have  equivalent  services  and  systems  or  to  be  encouraged 
to  work  in  cooperation  with  their  States  and  to  just  simply  access 
those  existing  systems. 
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Another  potential  tool  that  tribes  might  be  able  to  use — and  one 
thing  that  we've  simply  noticed  over  the  years  is  that,  as  far  as  we 
can  tell,  tribes  have  not  been  able  to  use  private  activity  bonds. 
Since  1986 — I  think  we,  to  be  perfectly  blunt  about  it,  threw  some 
babies  out  with  the  bath  water  in  1986.  States  are  now  operating 
under  very  strictly-imposed  per  capita  caps  on  private  activity 
bonds,  which  are  used  for  eveiything  from  housing  to  student  loans 
to  industrial  development. 

But  so  far  we  have  not  seen  any  examples — if  there  are  some  out 
there,  there  may  be,  but  we're  not  aware  of  any  private  activity 
bonds  being  issued  for  investments  on  Indian  reservations. 

I  think  it's  something  that  ought  to  be  looked  into,  possibly  by 
the  General  Accounting  Office.  We  think  that  the  reservation  popu- 
lations are  counting  toward  the  States — the  formula  that  they  use 
to  calculate  the  States'  productivity  bond  caps,  and  yet  none  of 
those  bonds  are  being  used  to  benefit  reservations. 

Either  there  should  be  a  direct  initiative  to  bring  tribes  into  this 
system,  into  this  process,  or  a  separate  tribal  private  activity  bond 
ought  to  be  instituted. 

At  the  very  least,  we  need  to  return  to  the  pre- 1988  amendments 
to  the  Indian  Tax  Status  Act,  which  dramatically  reduced  tribes' 
abilities  to  issue  private  activity  bonds  to  stimulate  economic  devel- 
opment either  on  or  off  reservations. 

I  won't  sit  here  and  ramble  through  all  of  the  features,  but  you 
can  tell — they're  included  in  my  testimony — they  are  extremely  on- 
erous, merely  punitive,  and  need  to  be  looked  into  by  Congress. 

Finally,  we  need  to  explore  some  alternatives  to  the  Indian  tax 
credits  that  were  authorized  under  the  1993  empowerment  zone 
enterprise  community  program. 

I've  suggested  a  couple  ideas  here.  This  is  certainly  not  the  full 
range  of  ideas,  but  they  are  sort  of  in  keeping  with  the  theme  that 
I'm  trying  to  pick  up  here,  which  is  tools  that  tribes  can  use  if  they 
wish  to  initiate  their  own  economic  development  policies. 

One  would  be  to  establish  a  credit  enhancement  pool  out  of — 
what  it  would  require  would  be  a  reprogramming  of  the  revenues 
from  S.  211  to  establish  a  credit  enhancement  pool  that  could  be 
used  to  back  up  the  issuance  of  municipal-style  bonds  that  tribes 
could  use. 

Another  is  something  that  we  as  an  association  have  been  hung 
up  about  for  a  long  time,  which  is  the  sort  of  denaturing  of  the  sec- 
tion 144.C  redevelopment  bond,  which  many  communities  routinely 
use,  to  promote  the  acquisition,  revitalization,  redevelopment,  and 
the  sale  of  key  industrial  properties  using  instruments  that  would 
allow  them  to  confer  the  tax  advantage  to  a  private  developer. 

Here,  again,  this  would  be  something  that  tribes  could  use  to  tar- 
get specific  strategic  properties  and  to  initiate  the  relationship  with 
the  off-reservation  private  sector. 

Finally,  the  approach  that  we  are  recommending  is  not  to  walk 
away  from  S.  211  or  just  say,  "Well,  it  hasn't  worked  so  far.  Let's 
go  on  to  something  else.  We  would  like  to  see  sort  of  a 
reprogramming  of  it  in  a  way  that  would  allow  the  revenues  that 
are  already  set  aside  under  S.  211  to  be  explored  through  different 
techniques. 
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I  think  we  may  find  that,  as  tribes  can  approach  the  level  of 
infrastructural  development  with  their  neighboring  communities, 
then  again  we  may  be  able  to  see  that  the  hiring  credits  and  some 
of  these  other  benefits  that  are  provided  in  S.211  can  make  that 
difference  at  the  margin  in  helping  to  stimulate  job  creation  and 
investment  on  reservations. 

Thank  you  very  much. 

The  Chairman.  Thank  you,  Mr.  Cowden, 

[Prepared  statement  of  Mr.  Cowden  appears  in  appendix.] 

The  Chairman.  We'll  go  back  aind  review  S.  211.  Obviously,  like 
a  number  of  other  pieces  of  legislation,  it  was  passed  with  the  best 
of  intentions  and  has  not  succeeded.  I  will  deal  with  it  as  you  did: 
Try  to  not  look  upon  it  as  a  negative  experience,  although  it  cer- 
tainly was  not  the  positive  experience  that  we  had  hoped  that  it 
would  be. 

Maybe,  Senator  Inouye,  we  can — I  believe  that  next  year  there 
is  going  to  be  some  kind  of  addressing  of  the  whole  tax  issue  again, 
and  maybe  we  can  work  in  that  area. 

Mr.  Ferrara,  have  you  had  a  chance  to  examine  other  tribes  be- 
sides the  Choctaw  Tribe  which  you  cited  in  your  testimony? 

Mr.  Ferrara.  Well,  I  studied  some  of  the  history  and  stories  of 
economic  success  of  some  of  the  other  tribes.  I  have  most  experi- 
ence with  the  Choctaws.  I've  been  out  to  the  reservation  a  number 
of  times  and  met  with  the  chief  and  other  people  there. 

The  Chairman.  Have  you  studied  any  of  those  who  are  failures? 

Mr.  Ferrara.  I  can't  profess  the  same  level  of  knowledge  Profes- 
sor Kalt  has  in  studying  a  wide  range  of  Indian  tribes,  but  I  have 
some  familiarity.  I've  done  some  reading  in  some  of  these  areas. 

The  Chairman.  I  know  Professor  Kalt  is  still  here.  It  takes  ap- 
proximately 3  days  to  start  a  business  in  Flagstaff,  AZ.  It  takes  be- 
tween 3  and  5  years  to  start  a  business  in  Window  Rock,  AZ.  And 
as  long  as  that  situation  prevails,  then  I  don't  think  there's  any 
doubt  where  Native  Americans  will  go  to  start  a  business. 

I  continue  to  hold  up  Chief  Martin's  example  and  the  Salt  River 
Pima  Maricopa  example,  as  well  as  others,  to  my  friends  in  the 
Navajo  Reservation.  Unfortunately,  we  have  not  succeeded  in 
bringing  about  any  change  whatsoever,  which  then,  as  Professor 
Kalt  made  the  case,  conditions  of  poverty  and  deprivation  exist. 

However,  if  we  could — I  am  not  convinced  that  the  Navajo  tribal 
government  truly  governs.  I  believe  that  BIA  does.  And  as  long  as 
that  sham  continues,  then  I  don't  see  how  you  could  expect  elected 
tribal  leaders  to  accept  responsibility  or  exercise  responsibility 
when  they  are  not  given  it  when  it  resides  in  the  hands  of  bureau- 
crats, both  in  the  area  office  and  here  in  Washington,  DC. 

I  don't  know  if  you've  had  that  experience  or  not  in  your  exami- 
nations of  tribal  economies. 

Mr.  Ferrara.  I  think  there  is  a  problem  here  inherent  in  all  bu- 
reaucracy, and  you  see  it  in  issue  after  issue,  whether  you're  talk- 
ing about  education  or  whether  you're  talking  about  local  garbage 
collection,  or  whatever,  and  that  is:  Your  bureaucracies  have  an  in- 
herent desire  to  maintain  power  and  control,  and  that's  their  first 
level  of — they  seem  to  be  programmed  like  some  robot  in  a  movie 
I  recently  saw:  First  priority,  preserve  your  own  turf,  protect  your 
own  preservation. 
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And  I  know  that  in  the  case  of  the  Choctaws,  for  example,  the 
fact  is  the  Congress  may  pass  laws  saying,  "Devolve  power  to  the 
tribes,"  but  the  tribes  have  to  fight  tooth  and  nail  with  the  bureau- 
crats in  Washington  who  just  don't — can't  come  to  believe  that  they 
don't  have  all  wisdom  residing  here  in  Washington. 

It's  part  of  human  nature.  If  you  create  a  bureaucratic  structure, 
human  nature  is  going  to  lead  those  bureaucrats  to  think  that  they 
are  here  for  that  purpose  and  they  must  control  and  they  must 
rule. 

What  you've  got  to  do  is  change  the  structure  so  that  human  na- 
ture produces  positive  results  rather  than  negative  results. 

The  Chairman.  You  know,  the  interesting  thing — and  I  don't 
mean  to  repeat  this  laments— is  that  the  legislation  that  Senator 
Inouye  £ind  I  came  up  with  was  the  result  not  of  our  wisdom  but 
that  of  a  tribal  task  force  that  worked  for  four  years,  which  em- 
bodied so  many  of  the  recommendations  that  you  have  made  and 
has  been  the  experience  of  the  Choctaws  and  other  tribes  and  has 
been  the  case  of  the  63  tribes  who  have  adopted  self-governance. 

There's  not  a  single  one  of  those  63  tribes  who  have  adopted  self- 
governance  that  come  to  us  and  say,  "We  want  to  reverse  that. 
That  didn't  work  for  us."  But  there  continues  to  be  this  enormous 
resistance  here  which  continues  to  be  a  source  of  so  much  frustra- 
tion to  me,  not  from  the  theoretical  standpoint  but  fi-om  a  practical 
standpoint  when  we  view  the  terrible  conditions  that  exist  on  many 
reservations. 

Senator  Inouye. 

Senator  Inouye.  Thank  you  very  much. 

Mr.  Ferrara,  I  believe  your  statement,  which,  in  essence,  is  a  re- 
markable and  well-deserved  testimonial  of  the  great  leadership  of 
Chief  Martin,  has  touched  upon  a  resource  which,  unfortunately,  is 
not  available  in  every  reservation.  It  is  too  bad  that  other  tribes 
do  not  have  a  Phillip  Martin. 

What  we  are  concerned  about  is:  Will  the  Choctaws  be  able  to 
carry  on  after  Philip  Martin? 

Put  another  way:  We're  well  aware  that  there  are  many  laws  and 
provisions  in  our  statute  books  that  do  not  provide  the  incentive  or 
the  encouragement.  In  fact,  what  they  serve  is  to  serve  as  obsta- 
cles. 

If  you  can  propose  to  us  how  we  can  provide  laws  that  will  expe- 
dite, assist,  encourage,  especially  those  tribes  that  don't  have  a 
Phillip  Martin — I  think  there  is  a  correlation  at  this  time,  notwith- 
standing the  difficult  laws  that  we  have  in  our  books  and  notwith- 
standing the  historic  animosities,  that  tribes  have  succeeded — some 
of  them.  There  is  a  correlation  that  most  of  the  tribes  that  have 
succeeded  have  visionary,  aggressive,  and  powerful  leaders,  but  we 
know  that's  not  possible  for  all. 

Mr.  Ferrara.  I  think  you  put  your  finger  on  something  very  im- 
portant. I  mean,  its  easy  to  analyze  these  things  and  say,  "Well, 
it's  the  enterprise  zones  and  it's  the  development  of  authority,"  and 
whatever,  and  you  overlook  all  the  hard  work  and  effort  and  risk- 
taking  and  imagination  that  went  on  to  make  it  happen,  and  I 
think  that  Chief  Martin  is  the  essential  element  that  explains  the 
development  that  you  had  in  the  Choctaw  case. 
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But  I  think  you  can't — as  you  know,  you  can't  have  a  government 
program  for  wizened,  insightful  leaders.  We  can't  appoint  that  here 
in  Washington.  All  we  can  do  is  create  the  conditions  that  will 
allow  people,  when  they — we  could  have  short-circuited  him.  We 
could  have  had  bad  policies  that  prevented  him  from  ever  getting 
off  the  ground. 

And  so  I  think  all  you  can  really  do  is  create  an  environment 
where  it's  possible  for  leadership  and  local  leadership  to  come  for- 
ward and  to  be  effective. 

I  think  also  there's  something  more.  Now  that  we  have  examples 
that  are  shown  that  you  can  achieve  what  is  highly-successful  eco- 
nomic development,  I'm  really  taken  by  this  story  of  how  30  years 
in  this  country  you're  able  to  take  the  poorest  people  and  now,  as 
I  said  before,  they  are  creating  an  economic  boom  across — half  of 
Mississippi  is  booming  because  of  what  they're  doing,  and  the  over- 
flow in  all  these  surrounding  communities. 

Talk  about  relations  with  the  local  communities,  the  local  mayors 
all  love  them.  "Power  to  the  Choctaws,"  as  far  as  they're  concerned, 
because  their  revenue  base  is  booming,  their  employment  base  is 
booming,  and  all  these  economic  spin-offs  are  occurring. 

i^d  I  think  we  can  play  a  role  in  spreading  the  story  and  in  tell- 
ing other  tribes  what  has  happened. 

It's  not  that  all  the  wisdom  resides  with  the  Choctaws.  Chief 
Martin  would  be  the  first  one  to  try  to  avoid  that.  There  are  other 
good  leaders  in  other  tribes,  but  there  is  an — when  you  have  the — 
when  it's  been  done  once,  that's  the  hardest  time.  We  have  an  ex- 
ample now  that  I  think  other  leaders  can  take. 

I  can  tell  you  also  that  I'm  confident  that  the  succession  to  Chief 
Martin  will  carry  on  the  economic  development  policies,  and  Fve 
been  out  to  the  reservation  and  I  can  see  that  the^ve  got  a  cadre 
of  leadership  there  that  has  been  developed,  and  I'm  sure  what 
you've  got  here  is  a  permanent,  long-lasting  structure. 

I  think  that  we  can  play  a  role  here  in  trying  to  spread  the  word 
about  what  has  worked. 

I  thought  Professor  Kalt's  testimony  was  fabulous,  and  I  agree 
with  what  he  said,  which  is  essentially  that  the  same  thing  is  not 
going  to  work  everywhere.  It's  not  that  everybody  can  then  go  out 
now  and  replicate  exactly  what  the  Choctaws  did. 

But  I  think  wise  leadership  on  the  part  of  people  in  Washington 
and  Congress  is  to  try  and  create  the  environment  where  these 
things  can  come  up. 

If  you  give  power  back  to  the  people,  so  to  speak,  I  think  that 
creates  a  re-invigoration  in  and  of  itself. 

The  Chairman.  Some  of  us  were  under  the  impression  that  Chief 
Martin  was  going  to  live  forever.  [Laughter.] 

I  want  to  thank  the  witnesses  and  I  want  to  thank  all  the  wit- 
nesses today.  What  you  have  done,  not  the  least  of  which  is  Profes- 
sor Kalt's  study — and  it's  on  rare  occasions  that  I'm  grateful  to 
Harvard  University — is  to  give  us  the  real  ammimition  we  need  to 
continue  on  in  the  struggle  to  recognize  the  true  concept  of  self-gov- 
ernance. 

It's  one  thing  to  give  lip  service  to  it.  It's  another  thing  to  say 
that  there  is  a  government-to-govemment  relationship  and  we  rec- 
ognize tribal  sovereignty  when  we  don't,  when  the  decisions  and 
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the  money  is  controlled  from  Washington,  DC,  and  the  BIA.  It's 
something  else  to  do  what  we've  done  now  for  63  tribes  and  need 
to  do,  in  my  view,  for  all  557  tribes,  and  that  is  give  them  the  au- 
thority and  responsibility  to  determine  their  own  future. 

As  one  of  the  witnesses  said — ^maybe  it  was  Professor  Kalt — if 
they  screw  it  up,  if  they  misuse  the  money,  if  there  is  corruption, 
we  do  the  same  thing  we  do  in  non-Indian  Country  when  there  is 
corruption  or  misuse  of  funds,  and  that  is  we  throw  them  out  and 
throw  them  in  jail,  if  necessary. 

But  to  somenow  have  the  paternalistic  attitude  that  the  Native 
Americans  are  incapable  of  exercising  true  self-governance  I  think 
is  the  worst  thing  that  we  have  done  to  Native  Americans  and  is 
largely  responsible  for  most  of  the  deplorable  conditions  that  exist 
in  Indian  Country  today. 

I  know  that  I'm  preaching  to  the  choir  when  I  say  that,  so  I  will 
end  this  diatribe  bv  thanking  all  of  you  for  being  here. 

Again,  I  know  that  Senator  Inouye  and  I  together  will  continue 
to  push  for  the  much-needed  reforms  that  we  know  are  clearly  re- 
quired. 

Thank  you  very  much. 

This  hearing  is  concluded. 

[Whereupon,  at  11:50  a.m.,  the  committee  was  adjourned,  to  re- 
convene at  the  call  of  the  Chair.] 


APPENDIX 


Additional  Material  Submitted  for  the  Record 


Prepared  Statement  of  Richard  Cowden,  Executive  Director,  American 
Association  of  Enterprise  Zone 

Mr  Chairman,  on  behalf  of  the  American  Association  of  Enterprise  Zones,  I  want 
to  express  our  appreciation  for  the  opportunity  to  address  the  Committee  on  matters 
of  deep  concern  to  the  many  Native  American  tribes  and  communities  in  America. 
Since  1985,  our  organization  has  worked  in  conjunction  with  the  many  scores  of 
cities,  states  and  tribes  that  have  explored  the  use  of  enterprise  zones  and  related 
techniques  that  have  been  designed  to  stimulate  beneficial  economic  development  in 
low-income  areas. 

I  should  note  that  local,  state  and  Federal  policies  that  fit  under  the  rubric  of  "en- 
terprise zone"  programs  have  evolved  since  the  concept  was  first  proposed  in  the 
early  1980's.  No  longer  are  they  limited  to  tax  and  regulatory  relief  strategies, 
which  by  themselves  did  not  prove  successful  in  the  experience  of  the  many  state- 
designated  zones  that  proliferated  throughout  the  country.  Many  of  these  commu- 
nities, however,  discovered  that  the  zones  provided  a  useful  targeting  mechanism 
to  assist  them  in  focusing  effort  and  resources  in  areas  of  greatest  need. 

The  implementation  model  that  has  prevailed  combines  the  idea  of  incentives 
with  a  policy  of  strategic  improvements  in  the  basic  services  and  infrastructure  and 
with  a  commitment  to  innovation.  Many  cities  and  states  today  commonly  use  their 
zones  as  laboratories  for  a  wide  range  of  experimental  economic  development  initia- 
tives. 

Zone-styled  policies  have  unfolded  in  a  much  difference  way  in  Indian  Country. 
Few,  if  any  tribes,  have  designated  a  zone  as  such,  opting  instead  to  offer  incentives 
and  develop  facilities  capable  of  supporting  new  private  investment.  Tribes  were  not 
included  in  the  1993  Empowerment  Zone  and  Enterprise  Communities  Act  as  com- 
munities eligible  for  formal  designation  or  for  Federal  support  under  Health  and 
Human  Services  Title  XX  funding. 

Instead,  the  Act  established  a  separate  provision  that  offered  a  series  of  tax  incen- 
tives any  tribe  could  use  to  stimulate  reservation-based  investment.  There  is  a  need 
to  rethink  both  this  program  and  the  challenge  of  economic  development  in  Indian 
Country  in  light  of  what  we  have  learned  from  the  local  and  state  experience  with 
zones.  They  have  found,  for  example,  that  tax  incentives  tend  to  make  a  substantial 
difference  in  business  location  decision  only  at  the  margin.  When  all  other  location 
factors  that  influence  a  company's  choice  are  more  or  less  equal,  a  tax  abatement 
can  encourage  them  to  select  a  zone-based  site  over  another.  However,  when  many 
factors  argue  against  locating  in  a  zone  or  on  a  reservation,  even  a  generous  tax 
benefit  appears  to  have  little  effect. 

This  is  why  so  many  communities  have  shifted  to  an  approach  that  emphasizes 
measures  to  enhance  their  competitive  advantages.  Tribes  should  do  the  same.  In 
the  case  of  reservations,  most  do  not  suffer  the  same  disadvantages  that  afllict 
many  inner-city  enterprise  zones — aged  and  obsolete  infrastructure,  ground  con- 
tamination, perceptions  of  ubiquitous  blight.  The  greatest  problems  for  reservations 
are  the  lack  of  infrastructure  and  labor  force  preparedness. 
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Both  of  these  matters  were  taken  into  consideration  in  the  Indian  provisions  of 
the  1993  EZ^C  Act,  and  yet  the  private-sector  response  that  we  all  would  welcome 
so  far  has  fallen  below  expectations.  Our  comments  today  are  to  recommend  ways 
in  which  the  existing  pro-am  can  be  altered  to  improve  tribes'  prospects  for  gener- 
ating new  economic  activity.  This  is  not  to  suggest  that  additional  measures  snould 
not  be  considered  as  part  of  a  larger  Indian  economic  development  policy.  However, 
the  ideas  discussed  here  could  be  explored  within  the  context  of  the  current  program 
and  would  not  entail  a  need  for  additional  Federal  appropriations. 

To  fuUy  realize  the  potential  of  a  development  strategy  that  encourages  tribes  to 
integrate  into  the  economy  that  surrounds  them,  they  must  forge  new  and  more 
supportive  relationships  with  states,  neighboring  communities,  counties  and  re- 
gional development  groups.  Many  would  acknowledge  there  is  much  room  for  im- 
provement in  this  regard.  However,  progress  in  this  area  will  depend  on  changes 
in  policy  and  attitudes  at  the  local  decisionmaking  level  on  the  part  of  both  Indian 
ana  non-Indian  governments;  it  will  be  a  matter  oi  evolution. 

The  most  likety  area  in  which  immediate  beneficial  change  might  occur  is  in  Fed- 
eral policy.  Here  shifts  in  approach  could  be  established  that  move  awav  from  inef- 
fective past  policies  and  toward  initiatives  that  give  tribes  the  tools  they  need  to 
shape  their  own  development  plans. 

Actions  the  Federal  Government  should  take  to  implement  such  a  policy  include: 

Assist  tribes  in  using  successful  infrastructure  development  methods 

Tribes  want  to  retain  and  exercise  their  rights  to  self-determination.  However, 
most  observers  of  past  efforts  to  promote  reservation  development  would  agree  that 
the  physical  and  social  isolation  of  tribes  themselves  has  stunted  reservation  eco- 
nomic growth.  Tribes  have  not  been  integrated  into  their  surrounding  micro-econo- 
mies nor  have  they  been  able  to  avail  themselves  of  the  same  techniques  that  non- 
Indian  American  communities  use  to  promote  economic  development.  Not  only  are 
many  tribes  geographically  separated  from  the  economic  mainstream  of  their  region, 
they  often  are  cutoff  from  the  administrative  structures  that  support  other  cities. 

Tliese  structures  include  state  road  building  and  planning  organizations;  state 
commerce  comnoissions,  which  regulate  and  promote  infrastructure  development  in 
the  form  of  utilities;  state  finance  agencies,  which  provide  funds  to  assure  local  de- 
velopment; and  even  local  orcanizations,  such  as  leagues  of  municipalities  or  eco- 
nomic development  districts.  None  of  this  is  necessaruy  done  with  any  intention  of 
excluding  tribes;  they  simply  are  forgotten  as  often  as  not.  In  part  because  of  the 
special  govemment-to-govemment  relationship  between  tribes  and  Washington,  it 
should  not  be  surprising  that  states  and  neighboring  non-Indian  communities  dis- 
regard tribes. 

Unlike  most  non-Indian  communities,  tribes  do  not  receive  services  from  organiza- 
tions, such  as  state  finance  agencies  or  a  league  of  municipalities,  which  may 
securitize,  "bundle"  and  market  the  debt  instruments  of  local  governments.  Most 
cities  routinely  finance  the  development  of  their  municipal  infrastructure  through 
such  bonds.  But  tribes  do  not  have  access  to  similar  institutions  and  thus  rarely 
turn  to  bonds  as  a  means  of  supporting  reservation  economic  growth. 

Measures  should  be  explored  to  assure  that  tribes  have  such  services  available  to 
them.  Options  may  include:  1)  Creation  under  Federal  auspices  of  equivalent  sys- 
tems to  those  available  to  most  non-Indian  communities,  or  2)  Voluntary  agree- 
ments between  states  and  tribes  to  provide  such  services  to  tribes. 

Extend  states'  tax-exempt  bond  caps  to  tribes 

Before  the  Tax  Reform  Act  of  1986,  tax-exempt  private  activity  bonds  commonly 
financed  the  construction  of  everything  from  manufacturing  facilities,  to  auto  dealer- 
ships, to  fast-food  restaurants.  The  resulting  losses  of  Federal  revenues  prompted 
Congress  to  dramatically  reduce  the  availability  of  such  instruments.  They  now  fall 
under  state -by-state  annual  limits  on  a  per  capita  basis.  Private  activities  may  in- 
clude housing  finance  bonds,  bonds  to  support  3  student  loans  and  small-issue  binds 
of  up  to  $1  million  each  that  can  help  finance  manufacturing  operations. 

Data  are  not  available  to  establish  the  extent  to  which  tribes  and  Indian  interests 
share  in  the  benefits  of  such  bonds.  However,  our  discussions  with  state  officials 
suggest  the  iocidence  of  issuance  of  private-activity  bonds  for  purposes  related  to 
reservations  or  Indian  businesses  are  rare.  So  far  no  one  has  cited  a  single  case. 

Because  the  states'  bond  caps  are  based  on  per  capita  data  that  includes  their  In- 
dian populations,  the  lack  of  private-activity  bond  nnancing  on  reservations  raises 
an  equity  issue.  An  argument  could  be  made  that  the  states  simply  have  not  had 
requests  from  private  interests  to  use  the  bonds  on  reservations.  And  yet  it  also 
should  be  noted  that  states  routinely  set  aside  given  percentages  of  bonds  for  pur- 
poses, such  as  housing,  that  they  deem  to  have  a  social  value.  In  summary,  the 
states  appear  simply  to  operate  in  ignorance  of  the  reservations;  they  have  little  ofii- 
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cial  contact  with  tribal  governments  and  even  less  involvement  with  Indian  busi- 
ness. 

What  is  needed  is  to  initiate  a  process  whereby  tribes  and  states  negotiate  agree- 
ments for  some  portion  of  the  annual  state  private-activity  cap  to  be  earmarked,  if 
requested,  for  operations  on  reservations.  The  Federal  Government  might  facilitate 
this  by  organizing  meetings  between  state  and  reservation  governments  to  explore 
mutually  agreeable  ways  to  extent  tax-exempt  bond  benefits  to  Indian  Country. 

liiis  should  not  be  a  simple  matter  of  negotiating  set-aside  agreements.  Rather, 
it  should  set  into  motion  a  means  of  improving  understanding  on  both  sides  about 
what  the  other  has  to  offer  and  what  it  needs.  They  may  discover  that  by  joining 
forces  they  can  produce  infrastructure,  such  as  water  treatment,  power  generation 
plants  or  business  paries,  that  would  benefit  both  Indian  and  non-Indian  commu- 
nities. 

Another  possible  outcome  of  these  discussions  might  be  measures  to  establish  a 
separate  private -activity  bond  cap  that  is  specifically  available  to  uses  on  reserva- 
tions. Congress  and  the  Treasury  would  have  to  decide  whether  an  Indian  bond  cap 
would  be  carved  out  of  the  existing  state  allocation  or  added  as  a  new  Federal  tax 
benefit. 

Congress  also  should  rescind  the  1988  amendments  to  the  Indian  Tax  Status  Act 
that  undermined  tribes'  ability  to  issue  tax-exempt  bonds.  Provisions  were  included 
in  S.  211  in  the  103d  Congress  that  would  have  repealed  a  series  of  onerous  restric- 
tions governing  the  issuance  of  bonds  for  development  purposes  bv  tribes.*  However, 
during  negotiations  on  the  Omnibus  Budget  Reconciliation  Act  of  1993  (OBRA),  this 
feature  of  S.  211  was  dropped,  leaving  the  bond  restrictions  in  place. 

Alternatives  to  Indian  tax  credits  authorized  under  OBRA 

When  the  Clinton  administration  first  introduced  its  Empowerment  Zones  and 
Enterprise  Communities  (EZ/EC)  program  in  the  spring  of  1993,  it  proposed  that  6 
of  the  110  prospective  zones  be  set  aside  for  reservations.  One  of  the  EZs,  receiving 
$20  million  in  economic  development  assistance,  and  five  of  the  ECs,  receiving  $2 
million  grants,  would  have  gone  to  tribes.  However,  Congress  eventually  substituted 
a  variation  on  the  1992  provisions  that  had  been  reintroduced  in  1993  as  S.  211 
and  H.R.  1325. 

This  initiative  offered  two  incentives,  a  20-percent  tax  credit  to  any  private  em- 
ployer who  hires  a  Native  American  to  work  in  a  reservation-based  company  and 
an  accelerated  depreciation  schedule  for  capital  investment.  These  provisions  were 
scored  by  the  Joint  Tax  Committee  at  $180  million  over  5  years.  As  yet,  few  private- 
sector  interests  have  availed  themselves  of  the  new  tax  incentives. 

Unless  Congress  makes  midcourse  corrections,  these  incentives,  which  are  among 
the  few  new  economic  development  programs  proposed  for  tribes  in  the  past  20 
years,  will  provide  little  benefit  to  Indian  Country.  One  of  the  problems  with  this 
kind  of  incentive  program  is  that  it  relies  solely  on  the  decisionmaking  of  private- 
sector  interests.  Tribes  and  Native  Americans  themselves  are  envisioned  as  bene- 
ficiaries when  profitmaking  corporations  discover  the  tax  advantages  of  locating  on 
a  reservation.  The  program  has  not  been  complemented  with  any  provisions  to  mar- 
ket the  benefits  to  the  private  sector. 

Congress  and  the  administration  should  agree  to  amend  the  law  authorizing  these 
two  tax  incentives  to  allow  a  wider  range  of  options  for  the  use  of  the  revenues  ap- 
propriated for  this  program.  Following  are  two  potential  options: 

Establish  a  credit  enhancement  for  development  bonds  issued  by  tribes — 
Due  to  their  lack  of  experience  in  financing  public  or  private  facilities  with  bonds, 
tribes  find  it  difficult  to  market  their  debt  instruments.  Just  as  states  commonly  es- 
tablish credit  enhancement  funds  to  eissure  the  marketability  of  their  cities'  munici- 
fial  bonds,  the  Federal  Government  could  dedicate  unused  tax  expenditure  authority 
rom  the  1993  OBRA  benefits  to  support  tribal  bond  issues. 

Reauthorization  of  Section  144(c)  Redevelopment  Bonds — Before  the  1986 
Tax  Reform  Act,  many  cities  routinely  used  this  benefit  to  promote  the  assembly  of 
key  properties  for  industrial  development  purposes.  It  permitted  them  to  finance  the 
cost  of  acquiring,  rehabilitating  and  installing  necessary  infrastructure  with  a  tax- 
exempt  bond.  The  tax  benefits,  in  turn,  could  be  passed  along  to  private  property 
developers.  This  kind  of  tool  might  help  to  encourage  tribes  to  develop  and  market 
properties  that  they  deem  to  be  critical  to  their  future  economic  growth. 

Tnese  are  but  two  examples  of  initiatives  that  could  be  taken  to  "re-program" 
some  of  the  S.  211  revenues  in  ways  that  would  help  tribes  improve  their  competi- 
tive advantages.  We  would  welcome  other  suggestions  by  those  with  expertise  in 
this  field.  Over  time,  we  may  find  that  as  reservations  approach  parity  with  neigh- 
boring non-Indian  communities,  the  original  two  incentives  will  oe  more  fully  uti- 
lized because  they  will  be  having  an  effect  on  marginal  site  location  decisions. 
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By  all  means,  we  must  not  look  upon  the  original  iteration  of  S.  211  as  a  negative 
experience.  Policies  such  as  enterprise  zones  should  be  regarded  as  having  a  strong 
experimental  function  As  is  always  the  case  in  laboratories,  we  gain  valuable  infor- 
mation from  unsuccessful  experiments,  as  well  as  from  successful  ones.  The  chal- 
lenge is  to  incorporate  what  we  learn  into  policies  that  promote  long-term  progress. 

For  this  reason,  we  would  strongly  encourage  the  Senate  Committee  on  Indian  Af- 
fairs to  build  upon  the  knowledge  we  are  gaining.  Much  can  and  should  be  done 
to  advance  the  process  of  understanding  how  reservations  can  grow  and  become 
more  functionally  integrated  with  their  economic  environments. 

*  Among  the  more  burdensome  of  the  rules  developed  specifically  to  regulate  pri- 
vate-activity bonds  in  Indian  Country  provisions  that: 

(1)  Required  that  at  least  95  percent  of  the  proceeds  of  the  bonds  be  used  to  finance 
property  acquired,  constructed  or  improved  by  the  tribe.  This  means  the  bonds  cannot 
finance  substantia  amounts  of  property  controlled  by  a  company  that  may  wish  to 
enter  into  a  co-venture  with  a  tribe. 

(2)  Limited  bonds  to  the  financing  of  property  that  is  subject  to  allowance  for  de- 
preciation and  that  is  part  of  a  manufacturing  facility. 

(3)  Restricted  the  use  of  bonds  to  finance  projects  that  are  on  tribal  lands  that  have 
been  held  in  trust  for  at  least  5  years  before  the  bond  issuance. 

(4)  Required  that  for  every  $20  of  outstanding  bonds  used  to  finance  a  manufactur- 
ing facility,  $1  in  FICA  wages  must  be  paid  during  the  preceding  year  to  a  member 
of  the  tribe  issuing  the  bonds.  Further,  the  tribe  must  meet  this  employment  test  dur- 
ing every  year  that  the  bonds  are  outstanding.  Should  it  fall  short  even  once,  the  trib- 
al government  must  redeem  the  bonds  in  an  amount  that  will  meet  the  test  within 
90  days. 


Prepared  Statement  of  Hale/Atcitty  Administration,  Navajo  Nation 

Mr.  Chairman  and  Members  of  the  Senate  Committee  on  Indian  Affairs,  on  behalf 
of  the  Navajo  Nation,  I  appreciate  the  opportunity  to  present  testimony  regarding 
some  of  the  success  stories  in  business  and  economic  development  on  the  Navajo  Na- 
tion. However,  I  wiU  also  update  the  Committee  on  some  of  the  continuing  barriers 
and  problems  that  inhibit  our  efforts  to  create  more  success  stories  on  the  Navajo 
Nation. 

The  Navajo  Nation  considers  economic  development  on  the  Navajo  Nation  as  one 
of  its  highest  priorities,  realizing  that  a  healthy,  broad-based  economy  wUl  sustain 
and  increase  the  standard  of  living  of  the  Navaio  people  long  after  our  natural  re- 
sources are  depleted.  Further,  we  realize  the  Navajo  Nation  government  and  the 
Federal  Government  cannot  sustain  the  Navajo  people  for  an  infinite  number  of 
years  and  that  the  answer  to  breaking  the  cycle  of  dependency  lies  in  true  business 
and  economic  development  with  increased  community  level  capacity  to  sustain  such 
development  without  government  aid  or  assistance  in  the  future. 

Navajo  Agriculture  Products  Industry  [NAPI]  was  established  in  1970  to  develop 
the  agricultural  economy  of  the  northern  Navaio  Nation  in  northwest  New  Mexico, 
and  is  responsible  for  larming  the  lands  of  the  Navajo  Indian  Irrigation  Project 
[NDP].  Currently,  70,000  of  the  planned  110,630  acres  are  developed.  NAPI  crops 
are  marketed  throughout  the  United  States,  Mexico,  and  other  countries.  Crop  and 
livestock  revenues  support  all  NAPI  operations,  with  annual  profits  of  $1.5  million 
or  more.  NAPI  employs  250  full-time  employees  and  up  to  800  seasonal  employees 
annually. 

NAPI  and  the  Navajo  Nation  have  entered  into  a  joint  venture  with  an  outside 
partner  to  enter  into  a  food  processing  business.  This  is  what  has  come  to  be  re- 
ferred to  as  the  Trench  Fry  Project".  A  frozen  food  processing  plant  wiU  be  con- 
structed on  the  NAPI  Industrial  Park  and  will  utilize  NAPI  produce  and  package 
various  frozen  foods  to  be  marketed  nationally  and  internationally  by  the  joint  ven- 
ture partner.  This  venture  will  provide  500  to  600  new  full  time  jobs  with  an  annual 
payroU  of  $12  million.  The  total  planned  investment  in  both  the  "growing  venture" 
and  the  "food  processing  plant"  will  exceed  $90  million  and  it  is  anticipated  that 
the  funds  wUl  be  secured  through  the  Navajo  Nation,  the  Federal  Government,  the 
State  of  New  Mexico  and  private  lenders  or  mvestors. 

The  Navajo  Nation  Shopping  Centers  were  initially  planned  as  a  part  of  a  "growth 
center  strategy",  which  is  based  on  the  diffusion  theory,  that  economic  development 
gradually  expands  from  major  designated  growth  areas  to  other  growth  areas.  This 
has  proven  to  be  a  very  successful  strategy  on  the  Navajo  Nation.  The  NNSC  now 
operates  tenant  shopping  centers  at  Crownpoint,  NM;  Shiprock  NM,  Tuba  City,  AZ; 
Window  Rock;  AZ;  Navajo,  NM;  Ramah,  NM;  and  Pinon,  AZ. 
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In  1988,  the  Navajo  Nation  Shopping  Centers  program  (a  ouasi-enterprise  of  the 
Navajo  Nation)  generated  $888,133  in  annual  rental  receipts  from  tenants  and  now 

? generates  in  excess  of  $2.2  million  in  annual  rentals.  In  addition,  annual  gross  sales 
irom  retailers  in  the  Shopping  Centers  for  1988  totaled  in  excess  of  $55  million  and 
now  exceed  $83  million  annually. 

Realizing  that  at  some  point  this  strategy  plays  itself  out,  the  Navajo  Nation  must 
begin  a  strategic  planning  process  to  determine  what  direction  to  take  with  the  Nav- 
ajo Nation  Shopping  Centers  program.  The  Nation  will  again  call  on  Federal  and 
State  partners  and  supporters  to  assist  in  that  process. 

The  Navajo  Nation  Industrial  Parks  were  also  set-up  based  upon  the  "growth  cen- 
ter" strategy.  There  are  six  parks  located  at:  Shiprock  New  Mexico,  Church  Rock 
New  Mexico,  Fort  Defiance  Arizona,  Chinle  Arizona;  Leupp,  Arizona,  and  at  NAPI 
in  Farmington,  New  Mexico.  Economic  Development  recruitment  efforts  have  fo- 
cussed  on  the  recruitment  of  clean,  high  tech,  latwr  intensive  industries.  The  Nation 
offers  both  Federal  and  local  tax  incentives  for  location  on  the  Nation  and  limited 
pre-development  funding  for  infrastructure  development  and  build  to  suit,  and  tech- 
nical assistance  in  guic^ng  outside  parties  through  the  "maze"  of  tribtd  and  Federal 
regulations  which  may  affect  location  on  the  Navajo  Nation.  As  a  result  of  these  ef- 
forts the  following  companies  successfully  operate  within  the  Navajo  Nation  Indus- 
trial parks: 

(a)  Packard  Hughes  Interconnect  (Fort  Defiance  Industrial  Park)  is  one  of  the  few 
manufacturing  companies  on  the  Navajo  Nation  producing  electronic  hardware. 
They  annually  employ  200  to  300  workers,  mostly  Navajos.  In  recent  years  this  com- 
pany has  expanded  its  facility  to  90,000  square  feet.  In  1995  PHI  leased  a  new  facil- 
ity in  Sanders,  Arizona.  However,  operation  of  this  new  facility  will  not  start  untU 
1997. 

(b)  Hughes  Missile  Systems  company  (NAPI  Industrial  Park)  a  subsidiary  of 
Hughes  Aircraft  Electronics  Corporation,  is  one  of  the  largest  employers  on  the  Nav- 
ajo Nation.  This  missile  factory  began  production  of  Stinger  missile  electronics  and 
launcher  systems  in  July  1989.  The  HMSC-NAPI  Facility  has  achieved  manufactur- 
ing excellence,  as  a  result  of  leadership  skills,  shared  commitment,  a  multi-skilled 
workforce,  effective  problem  solving  techniques,  and  the  personal  pride  of  the  work- 
ers. HMSC-NAPI  employs  approximately  100  employees  of  which  94  percent  are 
Navajos.  In  1995,  salary  and  benefits  totaled  over  $2.1  million. 

(c)  NavTech  of  New  Mexico,  a  subsidiary  of  Holly  Products,  recently  established 
a  manufacturing  operation  at  the  industrial  facility  in  Shiprock  New  Mexico.  The 
Industrial  facility  had  been  vacated  for  the  past  25  years.  NavTech  employs  approxi- 
mately 90  individuals,  who  assemble  electronic  components. 

To  a  large  extent  the  strategy  for  Industrial  Development  has  not  played  out  as 
well  as  the  Shopping  Center  Growth  Center  strategy.  This  is  primarily  due  to  the 
fact  that  there  is  a  huge  demand  for  physical  infrsistructure  to  support  such  manu- 
facturing needs.  To  fuUy  develop  the  required  infrastructure  at  any  one  industrial 
park  would  cost  the  Nation  $8  million  to  $10  million.  In  some  cases,  physical  infra- 
structure is  completely  lacking  and  in  other  cases  mainline  utilities  are  near  or  ac- 
cessible, but  most  were  initially  sized  for  housing  development  purposes,  not  indus- 
trial development  purposes.  Here  again,  we  would  request  your  support  in  helping 
us  to  finance  the  full  development  of  at  least  three  of  these  industrial  parks  at 
Shiprock  New  Mexico,  Church  Rock  New  Mexico  (near  Gallup  New  Mexico),  and 
Fort  Defiance  Arizona. 

In  the  area  of  Enei^  Development,  the  Navajo  Nation  has  valuable  energy  re- 
sources which  have  been  developed  by  outside  companies  for  many  years.  Recently, 
the  Nation  began  to  examine  Dusiness  development  opportunities  beyond  simply 
leasing  rights  to  oil,  gas,  and  mineral  extraction  and  development  to  outside  parties. 
Part  oT  this  strategy  was  and  is  to  begin  to  take  a  realistic  look  at  "vertical  integra- 
tion" opportunities  to  the  Nation.  As  a  result,  the  Navajo  OU  and  Gas  Company, 
Inc.,  [NNOCJSJ  a  tribally  owned  enterprise  was  created  by  the  Navajo  Nation  Coun- 
cil in  1993  and  incorporated  in  1994.  Corporate  offices  were  opened  on  January  20, 
1995.  Since  that  date,  NNOGC  has  grown  to  include  20  employees,  a  majority  being 
Navajos.  NNOCJC  currently  operates  two  retail  sites,  the  Window  Rock  convenience 
store  and  Kayenta  CJhevron  station.  Operations  in  Window  Rock  began  October  16, 
1995,  and  in  Kayenta  on  September  30,  1995.  Prior  to  acquisition  by  NNOGC,  both 
locations  were  operated  by  non-Navajo  businesses  and  had  non-Navajo  store  man- 
agers. After  NNOGC  took  over  operations,  Navajo  employees  were  trained  and  pro- 
moted to  store  manager  positions.  Both  company  facilities  are  showing  operating 
profits  . 

Wholesale  marketing  efforts  have  been  targeted  toward  Navajo  businesses  and  po- 
tential entrepreneurs.  Several  Navajo  businesses  are  already  purchasing  fuel  from 
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the  company  either  directly  or  through  a  Navajo  wholesale  distributor.  All  fuel  sold 
by  the  company  is  being  hauled  by  a  Navajo  trucking  company. 

NNOGC  now  has  the  ability  to  purchase  gasoline  free  of  Arizona's  fuel  tax  and 
sell  fuel  within  the  Arizona  portion  of  the  Navajo  Nation.  In  the  near  future, 
NNOGrC  will  have  the  ability  to  seU  excise  tax  free  fuel  within  the  New  Mexico  por- 
tion of  the  Navajo  Nation.  In  both  cases,  the  company's  ability  to  sell  fuel  free  of 
state  imposed  excise  taxes  is  based  upon  the  sovereim  status  of  the  Navajo  Nation 
and  the  structure  of  the  state's  excise  tax  status.  NNOGC  has  been  awarded  a 
Chevron  Jobbership  effective  April  15,  1996.  This  jobbership  allows  the  company  to 
buy  directly  through  Chevron  USA,  eliminating  the  middleman.  Achieving  this 
jobbership  will  rive  the  company  the  ability  to  market  Chevron  brand  both  within 
and  outside  the  Navajo  Nation.  To  market  a  variety  of  products,  NNOGC  is  working 
to  capture  at  least  two  additional  major  brand  jobberships  within  the  next  12 
months. 

In  the  area  of  Tourism  Development,  the  Navajo  Nation  is  well  known  for  its 
wealth  of  scenic  beauty.  Millions  oi  visitors  come  to  the  Navajo  Nation  on  an  annual 
basis.  Our  focus  is  to  move  from  "Promotion"  of  visitorship  to  "Developing"  facilities 
to  capture  "visitorship",  thereby  generating  additional  revenues  to  the  Nation  as 
well  as  creating  permanent  jobs  related  to  the  tourism  industry. 

In  1993,  a  new  Holiday  Inn  Hotel  and  Restaurant  was  opened  on  the  Navajo  Na- 
tion at  the  entrance  to  Canyon  De  Chelly  [Chinle,  AZ].  The  facilities  are  owned  and 
operated  by  Ocean  Properties  from  Palm  Beach  Florida.  This  is  the  first  new  hotel 
built  on  the  Navajo  Nation  in  over  20  years.  The  Chinle  Holiday  Inn  has  been  suc- 
cessful since  the  day  it  opened. 

The  Nation  needs  to  hire  expertise  to  assess  the  "business  development  opportuni- 
ties" avaUable  in  this  market;  and  to  develop  a  "strategic  business  plan"  for  capital- 
izing on  other  opportunities  over  the  next  3  to  5  years.  It  is  the  desire  of  the  Nation 
to  reahsticaUy  examine  the  feasibility  of  creating  a  Navajo  Nation  Tourism  Develop- 
ment Enterprise  wholly  owned  by  the  Navajo  Nation,  but  separate  and  apart  from 
the  Navaio  Nation  government  so  this  entity  will  be  free  to  carry  out  the  5  year 
strate^c  business  plan.  Part  of  this  entity's  business  development  responsibilities 
could  include  further  development  of  Monument  Valley,  Antelope  Point  and  other 
such  tourism  "hot  spots".  Funding  in  the  approximate  amount  of^ $250,000  would  by 
required  to  examine  the  feasibility  of  such  a  tribal  enterprise,  as  well  as  setting  up 
the  Enterprise. 

In  the  area  of  Small  Business  Development,  the  Hale/Atcitty  Administration  rec- 
ognizes the  "comer  stone"  of  a  healthy  economy  is  small  businesses.  The  Navajo  Na- 
tion must  develop  effective  programs  to  encourage  entrepreneurship  and  improve 
small  business  development  on  the  reservation.  Along  these  lines  tne  Nation  has 
taken  steps  to  establisn  Tribal  Business  Information  Centers  throughout  the  Navajo 
Nation  in  cooperation  with  the  U.S.  Small  Business  Administration,  Office  of  Native 
American  Afiairs  and  the  Bureau  of  Indian  Affairs  [BIA]  Office  of  Economic  Devel- 
opment. One  is  center  located  at  the  Shopping  Center  in  Window  Rock,  Arizona  and 
one  is  in  Chinle,  Arizona.  The  purpose  of^this  program  is  to  provide  private  sector 
development  in  reservation  communities  by  providing  high  technology  business 
counseling  and  support  to  Native  American  entrepreneurs  living  on  or  near  the 
Navajo  Nation  seeking  to  start  or  expand  a  small  business.  Unfortunately,  the  SBA 
funding  was  authorized  for  only  1  year  and  there  is  a  need  for  a  4-year  funding 
cycle  to  adequately  implement  and  maintain  the  program.  The  1  year  ninding  cycle 
for  this  project  simply  is  not  enough  time  to  fuUy  plan,  implement  and  then  evalu- 
ate the  success  ftf  such  a  project.  Therefore,  the  Nation  respectfully  requests  a  4- 
year  authorization  of  SBA  anci  BIA  funding  for  this  program. 

Additionally,  pursuant  to  the  Indian  Financing  Act,  the  BIA  annually  provides 
BIA  Loan  guarantees  for  Native  Americans  individuals  or  Indian  organizations 
which  wish  to  obtain  financing  through  a  bank  or  other  private  financial  institution 
to  start  a  business  on  Indian  reservations.  The  current  regulations  allow  for  banks 
and  other  financial  institutions  to  be  certified,  but  does  not  allow  for  existing  tribal 
loan  programs  to  be  certified.  The  Nation  currently  operates  a  Small  Business  Loan 
Fund  under  its  Navajo  Nation  Business  and  Industrial  Development  program.  Cur- 
rently this  loan  portfolio  consists  of  59  loans  totaling  $4,157,480.  The  Navajo  Nation 
respectfully  requests  that  the  Nation's  "Business  and  Industrial  Development  Fund" 
be  considered  as  a  certified  "loan  guarantee"  institution.  If  this  requires  the  Nation 
to  separate  the  "Development  Loan  fund"  from  the  central  government  as  a  "Tribal 
Enterprise"  or  as  a  "Corporate"  entity,  then  the  Nation  is  willing  to  examine  those 
options.  If  the  Nation  were  to  set  up  its  own  "Community  Development  Corporation" 
then  this  would  allow  for  access  to  other  sources  of  funding  the  U.S.  Department 
of  Treasury,  the  RECD,  and  SBA  for  "development  relending^  purposes.  The  Nation 
previously  engaged  a  consultant  to  study  the  feasibility  of  setting  up  such  an  Insti- 
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tution  (the  Shorebank  Study  of  1994);  however,  the  Nation  would  need  to  hire  out- 
side expertise  to  update  the  findings  of  that  study  and  then  oversee  implementation 
of  certain  components  of  that  prior  study.  Since  the  Nation  currently  does  not  have 
this  capability  it  is  estimated  tnat  approximately  $150,000  would  be  required  for  the 
expertise  to  carryout  these  tasks. 

Lastly,  in  the  area  of  small  business,  the  Nation  has  taken  steps  to  set  up  and 
establish  a  "micro-lending"  loan  fund  for  providing  access  to  capital  for  startup  and 
expansion  of  "Cottage  Industries".  Navago  cottage  industries  include  pottery  making, 
sewing  specialty  clothing,  beadwork,  sUversmithing,  wood  carving,  leatner  goods 
production,  crocheting  and  macrame.  Most  of  these  types  of  industries  require  only 
small  loan  amounts  ranging  from  $500  to  $5,000  to  startup  or  expand  their  existing 
operations.  The  Navajo  Nation  Council  recently  appropriated  $250,000  for  this  pro- 
gram and  we  are  hoping  that  "matching"  Federal  funding  can  be  provided  through 
SBA,  and  the  Rural  Economic  and  Community  Development  Administration. 

Closing  Comments  on  Accomplishments: 

Although  there  are  many  more  accomplishments  to  be  cited,  we  have  highlighted 
only  the  above  in  the  essence  of  time  and  space.  Further,  we  could  not  have  done 
it  without  the  support  of  the  Senate  Committee  on  Indian  Affairs,  the  U.S.  Senate 
and  the  U.S.-Hou8e  of  Representatives.  We  applaud  your  continued  support  in  help- 
ing us  continue  on  the  path  to  "economic  seli-sufiiciency".  In  closing,  I  would  like 
to  state,  although  we  have  had  many  success  stories,  we  still  have  a  39-percent  un- 
employment rate  compared  to  5.1  nationally.  We  are  a  long  way  from  succeeding 
on  narrowing  that  gap.  Please  continue  to  help  us  narrow  that  gap.  Thank-you. 
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Thank  you  for  the  opportunity  to  appear  here  today.  My  name  is  Joe  Kalt.  I  am 
the  Ford  Foundation  Professor  of  International  Political  Economy  at  Harvard 
University's  Kennedy  School  of  Government.  I  am  also  the  Co-Director  of  the  Harvard 
Project  on  American  Indian  Economic  Development.  Along  with  my  colleagues,  Prof. 
Steve  Cornell  of  the  University  of  California  at  San  Diego  and  Manley  Begay  at  the 
Graduate  School  of  Education  at  Harvard,  we  at  the  Harvard  Project  have  been  working 
for  almost  ten  years  for  and  with  tribes  and  tribal  organizations.  Our  primary  objectives 
have  been  to  try  to  get  a  handle  on  what  is  working  in  Indian  Country  when  it  comes  to 
sustained  economic  development  and  socially  successful  reservations,  and  to  support 
tribal  leaders'  efforts  to  put  workable  policies  and  practices  into  place.  In  partnership 
with  the  College  of  Business  at  Northern  Arizona  University,  we  also  have  set  up  the 
National  Executive  Education  Program  for  Native  American  Leadership,  which  is 
designed  to  address  the  strategic  challenges  of  senior  tribal  leadership  as  they  try  to 
build  self-sustaining  economies  and  communities. 

It  goes  without  saying  that  the  problems  of  poverty  and  its  related  social 
consequences  are  severe  among  the  nation's  Native  American  population.  In  the  last 
Census,  American  Indians  on  reservations  were  the  poorest  group  in  the  United  States. 
Unemployment  on  reservations  commonly  exceeds  50%,  and  in  some  places  real 
joblessness  pushes  above  90%.  On  reservations  such  as  Northern  Cheyenne  in  Montana 
or  Rosebud  Sioux  in  South  Dakota,  the  economy  subsists  overwhelmingly  on 
governmental  transfer  payments.  Indicators  of  social  well-being,  from  suicide  to 
tuberculosis,  are  also  discouraging  in  their  seriousness. 

This  kind  o;  litany  of  economic  and  social  conditions  is  familiar  in  these 
chambers.  But  while  figures  on  average  living  conditions  in  Indian  Country  are 
familiar,  they  mask  important  lessons  being  put  together  by  successful  tribes.     Even 
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apart  from  the  dozen  or  so  gaming  tribes  that  the  press  is  so  fond  of  focusing  on  at  this 
time,  there  are  a  number  of  reservations  that  are  sustaining  growing  economies  and 
breaking  the  cycles  of  dependence  on  federal  programs.  Mississippi  Choctaw,  for 
example,  is  now  the  fourth  or  fifth  largest  employer  in  Mississippi.  More  than  a 
thousand  non-Indians  migrate  onto  the  reservation  everyday  in  order  to  work  in  the 
Choctaw's  manufacmring,  service,  and  public  sector  enterprises.  At  Fort  Apache  in  my 
home  state  of  Arizona,  the  White  Mountain  Apache  Tribe's  forest  products,  skiing, 
recreation,  and  other  enterprises  make  it  the  economic  anchor  of  the  economy  of 
northern  Arizona.  In  Montana,  the  Salish  and  Kootenai  Tribes  of  the  Flathead 
reservation  have  successfully  fostered  a  strong  private  sector  economy  based  on 
agriculture,  tourism  and  recreation.  Unemployment  is  lower  than  the  rest  of  rural 
Montana,  and  business  owners  report  that  the  economic  problem  they  face  is  finding 
enough  qualified  workers. 

There  are  many  stories  of  this  kind  across  the  nation.  What  is  it  that  accounts  for 
successful  economic  development  when  it  occurs  in  Indian  Country?  Our  research  turns 
up  a  very  consistent  pattern.  First,  let  me  address  what  does  not  explain  why  some 
reservations  sustain  reasonably  healthy  economies  and  so  many  do  not.  Simply  having 
resources  -  namral,  human,  or  financial  --  does  not  account  for  what  the  relatively 
successful  tribes  have  been  able  to  achieve.  It  is  not  the  case  that  relatively  successful 
tribes  are  those  that  have  good  natural  resources,  or  that  have  high  rates  of  educational 
attainment,  or  that  have  been  able  to  get  their  hands  on  financial  capital. 

To  be  sure,  more  resources  are  better  than  fewer  resources.  But  just  having 
resources  is  not  the  key  ~  or  even  a  key  -  to  getting  a  reservation  economy  going.  The 
Crow  Tribe  of  Montana  may  have  the  richest  namral  resource  endowment  of  any  tribe, 
with  huge  coal  resources,  extensive  timber  supplies,  rich  wheat-growing  land,  and 
arguably  the  best  grazing  grass  in  the  West.  Crow  also  has  experienced  significant 
infusions  of  capital,  through  both  federal  and  state  programs,  and  through  a  number  of 
large  monetary  settlements  totaling  well  over  100  million  dollars  in  the  last  decade.  And 
education  at  Crow  gives  it  a  rate  of  high  school  graduation  that  is  well  above  the 
national  reservation  average.  Yet,  official  unemployment  at  Crow  is  almost  60%  and 
real  unemployment  is  probably  over  80%.  On  the  other  hand,  the  home  of  Mississippi 
Choctaw,  centered  at  Philadelphia,  Mississippi,  is  hardly  rich  in  natural  resources  and 
the  economic  development  that  has  taken  place  took  root  before  the  sharp  improvements 
that  the  Tribe  has  made  in  its  educational  system  in  recent  years. 

If  resources  are  not  the  key  to  economic  development  in  Indian  Country,  what 
are  the  keys?    The  relatively  successful  tribes  in  the  U.S.  all  have  three  indispensable 


'  See  Stephen  Cornell  and  Joseph  Kalt,  "Where's  the  Glue?  Institutional  Bases  of  American  Indian 
Economic  Development,"  Harvard  Project  on  American  Indian  Economic  Development,  Project  Repon 
Series,  John  F.  Kennedy  School  of  Government,  Harvard  University,  1990. 
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ingredients  in  common.  These  are:  (1)  sovereignty,  (2)  capable  governments,  and  (3) 
a  match  between  the  type  of  government  a  tribe  has  and  that  tribe's  cultural  norms 
regarding  legitimate  political  power.   Let's  look  at  each  of  these  factors. 

Sovereignty:  De  facto  sovereignty  is  a  necessary  prerequisite  for  economic 
development  on  America's  Indian  reservations.  By  "de  facto"  sovereignty  I  mean 
genuine  decision-making  control  over  the  running  of  tribal  affairs  and  the  use  of  tribal 
resources.  Who  is  really  deciding  how  many  trees  get  cut?  Who  is  really  deciding  how 
the  housing  money  will  be  spent?  Who  is  really  deciding  whether  the  joint  venture  will 
be  struck  with  the  outside  investor?  When  the  answer  to  these  questions  is  "the  Tribe," 
de  facto  sovereignty  is  being  exercised. 

While  the  legal  status  of  Indian  sovereignty  waxes  and  wanes  with  federal  court 
decisions  and  legislation,  it  is  still  the  case  that  an  assertive  and  capable  tribe  can  take 
primary  control  of  many  economic  decisions  away  from  the  leading  contenders  for  such 
power— state  governments,  the  Bureau  of  Indian  Affairs,  and  other  federal  agencies.  In 
case  after  case  where  we  see  sustained  economic  development,  from  the  Flathead  and 
Mescalero  Apache  reservations  to  Cochiti  Pueblo  and  Mississippi  Choctaw,  tribal 
decisionmaking  has  effectively  replaced  BIA  (as  well  as  other  "outside") 
decisionmaking.  We  cannot  find  a  single  case  of  sustained  economic  development  where 
the  tribe  is  not  in  the  driver's  seat.  While  the  resulting  relationships  between  tribe  and 
BIA  range  from  the  cooperative  to  the  contentious,  they  are  characterized  by  a  demotion 
of  the  BIA's  role  (and  the  role  of  other  governmental  agencies)  from  decisionmaker  to 
advisor  and  provider  of  technical  assistance. 

The  reason  why  tribal  sovereignty  is  so  crucial  to  successful  development  is 
clear.  As  long  as  the  BIA  or  some  other  outside  organization  carries  primary 
responsibility  for  economic  conditions  on  Indian  reservations,  development  decisions 
will  tend  to  reflect  outsiders'  agendas.  In  the  case  of  the  BIA,  for  example,  bureaucratic 
standards  of  success  (protecting  a  budget,  expanding  authority)  will  tend  to  be  given 
more  weight  than  tribal  standards  of  success.  But  when  BIA  or  other  federal  decisions 
lead  to  lost  oppormnities  or  wasted  resources,  the  costs  are  borne  most  directly  by  the 
affected  tribe,  not  by  the  federal  bureaucracy. 

Consider  the  hard  evidence  on  the  P.L.  638  program,  which  enables  tribes  to 
take  over  management  from  federal  agents.  In  an  important  study  for  our  Project,  Prof. 
Matthew  Krepps  of  MIT's  Sloan  School  of  Management  has  analyzed  the  performance  in 
the  marketplace  of  49  tribes  that  have  opted  to  replace  the  BIA  with  their  own 
management  of  their  forest  products  industries  under  P.L.  638.  The  hard  statistical 
evidence  indicates  that  for  each  high  skilled  position  that  is  transferred  from  BIA 


Matthew  B.  Krepps,  "Can  Tribes  Manage  Their  Own  Resources?  The  638  Program  and  American  Indian 
Forestry"  in  Stephen  Cornell  and  Joseph  P.  Kalt,  What  Can  Tribes  Do?  Strategies  and  Institutions 
American  Indian  Economic  Development  (Los  Angeles:   University  of  California,  1992). 
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forestry  to  tribal  forestry,  productivity  is  increased  by  38,000  board  feet  of  timber 
output,  and  the  price  received  in  the  marketplace  for  that  output  rises  by  4.5%.  These 
are  the  kinds  of  improvements  that  the  rest  of  corporate  America  would  love  to  have. 
Tribes  are  getting  them  by  exercising  their  sovereignty. 

The  legal  and  de  facto  sovereignty  of  tribes  has  been  subject  to  constant 
challenge,  and  it  is  frequently  asserted  that  if  tribes  wish  to  be  sovereign,  they  must  first 
establish  sound,  non-dependent  economies.  Our  research  indicates  that,  for  two  basic 
reasons,  this  reasoning  is  backwards.  First,  as  we  have  said,  sovereignty  brings  with  it 
accountability.  Those  whose  resources  and  well-being  are  at  stake  are  the  ones  in 
charge.  Without  this  accountability,  as  in  the  years  before  self-determination  became 
established  federal  policy  in  the  1970s,  sustainable  development  on  reservations  was 
virtually  non-existent.  Second,  the  sovereign  status  of  tribes  offers  distinct  legal  and 
economic  market  opportunities,  from  reduced  tax  and  regulatory  burdens  for  industry  to 
unique  niches  for  gaming  and  the  commercial  use  of  wildlife. 

If  we  look  back  on  the  history  of  federal  Indian  policy  in  the  Twentieth  Cennxry, 
it  is  not  a  coincidence  that  it  has  only  been  in  the  era  of  self-determination  that  a 
significant  number  of  reservations  have  begun  to  break  the  cycle  of  poverty  and 
dependence.  Sovereignty  is  one  of  the  primary  development  resources  tribes  can  have, 
and  the  reinforcement  of  tribal  sovereignty  under  self-determination  should  be  the  central 
thrust  of  public  policy.  One  of  the  quickest  ways  to  bring  development  to  a  halt  and 
prolong  the  impoverished  conditions  of  reservations  would  be  to  further  undermine  the 
sovereignty  of  Indian  tribes.  We  are  aware  that  this  is  a  very  "pro-Indian"  conclusion. 
But  I  must  stress  that  it  is  a  concltision  based  on  the  evidence  from  case  after  case. 
There  are  no  successful  cases  where  federal  planning  and  management  has  produced 
sustained  economic  development  in  Indian  Country.  The  only  thing  that  is  working  is 
self-determination  -  i.e.,  de  facto  sovereignty. 

Capable  Governments:  As  the  exercise  of  recently-acquired  sovereignty  by  the 
various  countries  in  Eastern  Europe  is  so  forcefully  demonstrating,  sovereignty  is  not  a 
guarantee  of  success.  Once  established,  a  tribe  must  be  able  to  put  its  sovereignty  to 
effective  use.  This  requires  more  than  simply  aggressive  decisionmaking.  A  tribe 
laying  claim  to  the  right  of  self-determination  must  be  armed  with  capable  institutions  of 
self-governance.  In  Indian  Country,  as  in  developing  societies  around  the  world,  such 
institutions  are  essential  not  only  to  the  successful  exercise  of  sovereignty;  they  are  also 
the  foundation  on  which  economic  development  is  built.  A  sovereign  country  or  tribe 
can  have  all  the  resources  in  the  world  available  to  it,  but  those  resources  will  be 
squandered  if  a  capable  government  with  sound  economic  policies  is  absent. 

What  is  a  capable  government  in  Indian  Country?  As  tribes  set  about  achieving 
genuine  self-government,  the  need  is  to  put  in  place  formal  governing  institutions  that 
can  perform  three  basic  tasks:  (1)  efficiently  make  and  carry  out  strategic  choices  and 
policies;  (2)  provide  a  political  environment  in  which  investors— large  or  small,  tribal 
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members  or  non-members— feel  secure;  and  (3)  mobilize  and  sustain  the  tribal 
community's  support  for  its  instimtions  and  for  particular  development  strategies.  These 
tasks  must  be  performed  both  at  the  level  of  policy  and  group  action  (for  example,  the 
design  of  the  reservation  economic  system  and  the  making  of  rules  and  laws)  and  at  the 
level  of  day-to-day  bureaucratic  functions  (for  example,  program  administration  and  law 
enforcement). 

Decades  of  federal-tribe  relations  have  left  a  legacy  of  institutional 
dependency.  At  too  many  reservations,  the  tribal  government  is  little  more  than  a 
grants-and-programs  funnel  attached  to  the  federal  apparatus.  Such  dependency  is  the 
antithesis  of  sovereignty  and  self-determination.  The  challenge  is  to  break  this 
dependency.  To  do  so,  a  tribe  must  create  laws,  rules,  and  procedures  of  its  own  and 
that  can  get  things  done  in  the  real  world  that  self-determined  tribes  confront. 
Meeting  these  tests  places  a  number  of  burdens  on  tribal  governments. 

No  society  of  significant  size  can  count  solely  on  the  goodwill  of  its  leaders  and 
citizens,  or  their  spontaneous  loyalty  to  shared  cultural  values,  to  hold  the  society 
together.  This  is  especially  true  when  people  need  to  be  held  together  across  activities 
as  diverse  as  investing  public  monies  in  schools,  roads,  or  resource  development; 
litigating,  lobbying,  or  negotiating  with  other  nations;  and  regulating,  prohibiting,  or 
penalizing  various  behaviors  by  the  society's  own  members.  Conflicts  of  interest  and 
oppormnities  for  private  advantage  inherent  in  these  activities  cannot  consistently  be 
controlled  simply  by  appeals  to  conscience  or  to  essential  or  traditional  "Japanese"  or 
"American"  or  "German"  or  "Cherokee"  or  "Arapahoe"  or  "Hopi"  values.  Sharing 
such  values  can  be  important  in  helpfng  people  to  understand,  sympathize,  and  identify 
with  each  other,  and  to  recognize  that  there  is,  indeed,  a  public  interest  to  be  served, 
particularly  in  times  of  fundamental  change  (as,  for  example,  during  constimtional 
reform).  But  sustaining  public  spiritedness  during  the  long,  hard  battles  over  defining 
and  implementing  the  will  of  the  people  is  a  nearly  impossible  task. 

For  this  reason,  among  others,  human  societies  devise  rules  and  procedures  that 
delegate  and  delimit  authority.  From  the  orally-transmitted  laws  of  the  Iroquois 
Confederacy  to  Robert's  Rules  of  Order  to  the  theocracy  at  Cochiti  Pueblo  to  the  fish 
and  game  code  of  the  White  Mountain  Apaches,  formalized  rules  and  procedures  serve 
to  empower  a  people  by  allowing  them  to  carry  forward  the  public's  interest.  In 
promoting  government  by  law,  such  rules  and  procedures  help  to  insulate  the  public 
interest  from  the  possibility  that  individuals  interested  only  in  their  own  advantage  on 
occasion  will  end  up  in  positions  of  power. 

As  tribal  goveriunents  make  the  transition  from  dependent  "funnel"  to  real  self- 
government,  the  need  for  formalized  rules  and  procedures  is  amply  evident.  As  they 
compete  to  attract  and  hold  investment  by  both  members  and  non-members,  and  as  they 
seek  to  create  an  environment  attractive  to  workers  with  plenty  of  off-reservations 
opportunities,  tribes  must  have  stable  and  effective  political  systems,  and  professional 
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and  efficient  bureaucracies.  The  reforms  needed  vary  from  tribe  to  tribe,  and  range 
firom  complete  constitutional  overhaul  and  the  instimtion  of  judicial  standards  to 
development  of  sound  business  codes  and  adoption  of  explicit  rules  of  administrative 
procedure. 

Effective  tribal  government  and  bureaucracy  need  be  neither  large  nor  elaborate, 
as  the  relatively  effective  systems  at  such  places  as  Cochiti  Pueblo  and  Muckleshoot 
illustrate.  The  point  is  not  to  build  up  some  complicated  set  of  bureaucratic  offices  or 
elaborate  staff,  but  to  establish  rules  that  consistently  govern  the  way  tribal  affairs  are 
handled,  and  to  make  certain  those  rules  survive  changes  in  leadership  or  other 
personnel.  To  do  this,  policies  must  be  implemented  through  a  process  that  clearly 
defines  the  rights  and  responsibilities  of  all  affected  parties:  When  can  the  tribal 
council  overrule  the  land  use  office?  When  can  public  debate  be  cut  off?  What  right  of 
appeal  do  applicants  have,  and  to  whom?  What  is  the  power  of  the  tribal  council  vis-a- 
vis the  judiciary?  The  tribe  that  fails  to  answer  these  kinds  of  questions  wiili  clear  and 
hard-to-change  rules  and  laws  invites  the  kind  of  conflict  and  instability  that  raises 
roadblocks  to  development. 

To  provide  the  foundation  for  economic  development  on  a  reservation,  a  tribal 
government  must  not  only  be  efficient.  It  must  also  establish  a  political  environment 
that  is  safe  for  investment  and  development.  American  Indian  reservations  compete  with 
other  localities  to  attract  economic  activity,  including  not  only  the  activity  of  outside 
investors,  but  that  of  their  own  citizens. 

The  central  problem  is  to  cseate  an  environment  in  which  investors—  whether 
tribal  members  or  outsiders— feel  secure,  and  therefore  are  willing  to  put  energy,  time, 
and  capital  into  the  tribal  economy.  The  successful  tribes  we  see  have  solved,  in  one 
way  or  another,  two  critical  aspects  of  this  problem: 

(1)    The    Separation    of   Politics    from    Day-to-Day    Management:  Tribal 

governments  should  play  a  critical  role  in  tribes'  strategic  decision-making.  It  is 
appropriate  that  strategic  decisions  regarding  the  disposition  of  reservation  resources  and 
the  character  of  reservation  life  be  brought  into  the  political  arena.  Turning  a 
reservation  mountainside  into  a  ski  resort  or  a  mine,  inviting  IBM  or  the  Department  of 
Defense  onto  the  reservation  —  these  decisions  rightly  are  topics  for  political  debate. 

This  does  not  mean,  however,  that  tribal  governments  should  make  all  or  even  a 
significant  number  of  the  day-to-day  business  decisions  on  reservations.  This  is  not 
always  an  easy  pill  for  tribal  governments  —  or  any  other  governments  —  to  swallow, 
particularly  on  reservations  with  tribally-owned  businesses.  After  all,  the  enterprises  are 
the  property  of  the  people;  shouldn't  the  people's  representatives  —  the  politicians  — 
have  a  direct  say  in  how  business  is  run?  This  argument  can  only  be  made  to  work  in 
the  short  run.  In  the  long  run,  inserting  politics  into  day-to-day  business  decisions 
invariably  undermines  efficiency  and  productivity,  saps  the  resources  of  the 
organizations,  and  runs  enterprises  into  the  ground. 
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In  fact,  a  staple  of  story-telling  in  Indian  Country  has  to  do  with  political 
interference  in  business  activity.  Over  and  over  one  sees  the  cases  of  leases  voided  by 
tribal  councils,  hired  or  fired  cousins,  politicized  management,  and  enterprises  drained 
of  fiinds  by  political  interference.  Such  problems  are  not  unique  to  Indian  Country— 
witness  Chicago  or  Boston,  or  the  Philippines  or  Mexico,  where  the  politics  of 
patronage  and  personal  enrichment  have  memorable  histories.  While  the  details  vary 
across  reservations  and  other  societies,  their  consequences  are  depressingly  similar: 
costs  are  raised  and  competitiveness  is  reduced;  earnings  are  dissipated  and  capital  is  not 
replenished;  investors  fear  being  held  hostage  to  politics  and  turn  away.  In  a  highly 
competitive  world,  there  simply  is  no  cushion  to  absorb  costs  that  are  higher  than  they 
have  to  be,  production  that  is  less  efficient  than  it  can  be,  or  quality  that  is  lower  than 
customers  can  find  elsewhere. 

Successful  business  enterprises  in  Indian  Country,  whether  private  or 
tribally-owned,  arc  typically  distinguished  by  the  insulation  of  their  day-to-day  affairs 
from  political  interference.  In  those  cases  where  there  is  a  strong  private  sector  on  the 
reservation  (such  as  at  Flathead)  an  indispensable  foundation  is  a  capable,  independent 
tribal  judiciary  that  can  uphold  contracts,  enforce  stable  business  codes,  settle  disputes, 
and,  in  effect,  protect  businesses  from  politics.  In  fact,  at  Flathead,  huge  investments 
have  been  made  in  building  its  legal  system  and  the  rule  of  law,  including  an  inter-tribal 
appeals  court  insulated  from  Flathead  politics.  This  is  arguably  enabling  Flathead  to 
out-compete  the  State  of  Montana,  which  has  its  own  political  problems  in  maintaining 
an  environment  that  can  attract  business  capital  and  human  resources. 

Where  businesses  are  tribally  funded,  it  is  more  difficult  to  separate  day-to-day 
enterprise  management  from  politics,  but  the  problem  can— and  must—  be  solved.  Table 
1  shows  the  results  of  a  survey  of  the  tribally-owned  businesses  of  eighteen  tribes. 
These  tribes  own  a  combined  total  of  73  enterprises,  covering  a  wide  range  of  sizes  and 
activities,  from  agriculture  to  manufacturing.  A  total  of  39  of  these  enterprises  are 
identified  by  their  respective  tribal  leaders  as  being  insulated  formally  from  tribal 
politics,  typically  by  a  managing  board  of  directors  and  corporate  charter  beyond  the 
direct  control  of  individual  council  members  and  the  tribal  chair.  Some  of  these 
enterprises  have  been  operating  profitably;  others  have  been  losing  money.  However, 
the  odds  that  an  independently-managed  tribal  enterprise  is  profitable  are  almost  seven  to 
one.  On  the  other  hand,  the  odds  that  a  tribal  enterprise  that  is  not  insulated  from  tribal 
politics  is  profitable  are  only  1.4  to  1. 
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Table  1 


Profitability  of  Tribal  Enterprises  in  18  Tribes: 
Independent  v.  Council-Controlled  Management 


Independent 

Council-Controlled 

Profitable 

34 

20 

Not  Profitable 

5 

14 

Odds  of  Profitability 

6.8  to  1 

1.4  to  I 

Source:   Self-reported  survey  of  18  tribal  chairs  participating  in  the  National  Executive  Education  Program 
for  Native  American  Leadership. 


(2)  The  Separation  and  Limitation  of  Powers.  As  the  foregoing  suggests,  all 
societies  face  the  problem  of  preventing  those  who  exercise  the  legitimate  powers  of 
government  from  using  that  power  to  transfer  wealth— or  additional  power— to 
themselves.  The  use  of  government  for  personal  gain  can  take  place  either  through 
direct  (though  often  hidden)  taking  of  funds  or  authority,  or  through  the  biasing  of  laws, 
rules,  and  regulations  so  as  to  favor  the  interests  of  those  in  authority.  This  activity  is 
socially  destructive.  Where  government  is  viewed  largely  as  a  source  of  power  or 
wealth,  many  of  a  society's  best  and  brightest  people  will  devote  their  energy  and  talent 
to  seeking  govenunent  favors.  But  such  investments  of  energy  and  talent  add  nothing  to 
a  society's  productive  output.  In  fact,  they  discourage  productive  investment:  Investors 
will  not  step  forward  with  their  dollars  or  their  energy  if  they  suspect  that  their 
investment  is  going  largely  to  the  enrichment  of  other  persons. 

The  problem  is  to  limit  the  role  of  those  in  power  to  that  of  "third  party" 
enforcer  —  the  third  party  that  referees  and  enforces  the  rules  of  the  game  —  rather  than 
a  self-interested  primary  party  in  disputes  _and  decisions  over  the  use  of  a  society's 
resources.     Around  the  world,  from  the  U.S.  to  Poland  to  the  Philippines  to  Zaire. 
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success  at  this  task  stands  out  as  a  make-or-break  characteristic  distinguishing  those 
sovereign  nations  that  have  been  able  to  develop  economically  from  those  that  have  not.^ 

This  is  as  true  in  Indian  Country  as  it  is  anywhere  else.  Too  often,  for  example, 
those  with  claims  against  either  the  tribe  or  other  tribal  members  can  appeal  only  to  the 
tribal  council.  Without  constitutional  checks  and  balances,  such  as  an  independent 
judiciary  or  a  capable  bureaucracy  operated  under  sound  administrative  procedure, 
politicians  are  in  a  position  to  turn  authority  into  personal  power  or  gain.  Such 
conditions  discourage  investment  because  potential  claimants  see  little  chance  of  fair 
adjudication  of  their  claims. 

For  many  tribes,  the  front-and-center  issue  in  economic  development  is 
constitutional  reform.  Across  Indian  Country,  the  fundamental  forms  of  government 
vary  from  the  "general  council"  under  which  all  adults  are  members  of  the  tribal  council 
(as  at  Crow),  to  the  highly  developed  parliamentary  system  with  independent  judiciary 
(as  at  Flathead),  to  the  traditional  theocracies  operating  at  a  number  of  Pueblos.  Of 
course,  many  tribes  are  saddled  with  the  IRA  governments  that  were  effectively  imposed 
upon  them  in  the  Roosevelt  era.  These  tribal  governments  were  modeled  after  civic 
group-style  boards  of  directors,  with  a  chair,  a  one-house  legislature  (council),  and  little 
or  no  provision  for  real  judicial  powers  or  other  mechanisms  of  checks  and  balances. 

The  importance  of  governmental  structures  is  borne  out  by  available  systematic 
evidence.  In  a  study  of  67  tribes  for  which  comparable  data  are  available,  we  found  that 
tribes  with  constitutionally-based,  strong  chief  executive  (i.e.,  directly-elected,  typically 
to  four-year  terms  of  office)  and  strong  (parliamentary)  legislature  governments 
consistently  outperform  general  council  governments.  Moreover,  independent 
judiciaries  promote  economic  well-being  under  all  types  of  tribal  executive  and 
legislative  systems.  As  shown  in  Table  2,  after  accounting  for  the  influence  of  other 
factors  that  can  affect  development  (such  as  natural  resources,  educational  attainment, 
and  local  market  conditions),  strong  chief  executive  governments  outperform,  to  some 
degree,  strong  legislature  governments.  Both  forms  of  government  account  for  at  least  a 
ten  percent  improvement  over  general  council  systems.  Independent  judiciaries 
generally  improve  tribal  employment  by  an  additional  five  percent. 


'  See  Douglass  C.  North,  Institutions.  Institutional  Change  and  Economic  Performance  (Cambridge: 
Cambridge  University  Press,  1990),  and  for  systematic  evidence  from  Indian  Coumn'.  Cornell  and  Kalt, 
"Where's  the  Glue...,"  ibid. 
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Table  2 


Contributions  of  Alternative  Government  Forms 
To  Reservation  Employment  Levels 


General  Council 

Parliamentary 

Strong  Chief 

System 

Executive 

No  Independent 

— 

10.8% 

14.9% 

Judiciary 

Independent 

5.0% 

15.8% 

19.9% 

Judiciary 

Source:  Cornell  and  Kalt,  "Where's  the  Glue...,"  ibid,  contributions  ai  mean  sample  valuers. 
Contributions  are  measured  relative  to  a  reservation  with  a  general  council  form  of 
government,  with  no  independent  judiciary.  All  effects  shown  are  statistically  sigmficant  at 
the  90%  level  and  above. 


The  implications  for  federal  policy  are  clear  -  and  they  closely  parallel  the 
challenges  we  confront  in  Eastern  Europe  and  with  other  emerging  democracies.  The 
first  step  on  the  road  to  sustained  economic  development  in  today's  world  economy  is 
fundamental  governmental  —  constitutional  -  reform.  Federal  policy  should  make  it  a 
priority  to  support  such  reform  in  Indian  Country.  Such  support  should  take  the  same 
govemment-to-govemment  form  being  followed  internationally,  consisting  of  technical 
and  educational  assistance  and  facilitation  of  the  process  of  reform  --  but  not  consisting 
of  the  imposition  of  a  one-size-fits-all  model  that  overrides  tribes'  sovereignty. 

Cultural  Match:  This  last  admonition  is  the  lesson  taught  by  the  sad  history  of  most 
tribes'  economic  development  under  IRA  constitutions.  Constitutions  and  other 
fundamental  reforms  imposed  from  the  outside  are  not  likely— except  by  luck— to  be 
legitimate  in  the  eyes  of  the  people  of  a  nation.  And  illegitimate  governments  do  not 
work.  They  are  the  seedbeds  of  corruption  and  social  unrest.  In  fact,  our  research 
keeps  nirning  up  the  result  that  the  economies  that  are  working  in  Indian  Country  are 
invariably  standing  on  the  shoulders  of  governmental  strucnires  that  are  matched  to 
fundamental  cultural  definitions  of  political  legitimacy. 

It  should  not  be  surprising  that  the  relatively  successful  Mescalero  and  White 
Mountain  Apache  are  able  to  get  along  under  IRA  constimtions  characterized  by  a  strong 
chief  executive  and  one  house  legislature.  Pre-reservation  Apache  government,  too,  was 
structured  around  strong  chief  executives,  with  the  abilities  to  pick  a  council  of  vice- 
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advisors  and  adjudicate  legal  disputes.  Meanwhile,  at  Pine  Ridge,  the  Oglala  Lakota 
today  struggle  to  operate  under  an  ERA  constitution  that  mirrors  the  Apaches'  but 
traditional  Sioux  government  was  parliamentary,  with  a  large  council  (naca)  that 
appointed  multiple  executives  and  an  independent  judicial  society  (akicita). 

As  tribes  set  about  constitutional  reform,  constitutions  do  not  necessarily  have  to 
be  written  down,  as  the  cases  of  the  United  Kingdom  and  Navajo  demonstrate.  Nor  do 
they  all  have  to  look  like  the  constitution  described  by  my  high  school  civics  text.  But 
they  do  have  to  match  the  cultural  standards  of  legitimacy  in  each  tribe  if  they  are  to 
work  to  promote  tribes'  economic,  social,  and  political  goals.  As  noted,  the  federal  role 
cannot  be  to  impose  solutions;  instead  assistance  and  facilitation  are  the  proper  paths. 
After  all,  the  most  basic  attribute  of  sovereignty  must  be  the  ability  to  design  one's  own 
systems  of  self-governance.  Without  this,  sovereignty  is  a  sham,  as  is  a  government  to 
government  relationship  between  tribes  and  the  Federal  Government. 

At  the  same  time,  the  requirement  of  "cultural  match"  is  not  a  romantic  blank 
check  that  says  that  tribes  can  or  should  reconstruct  traditional  governments  in  their 
traditional  forms.  Tribes  must  equip  themselves  with  the  institutional  tools  that  fit 
today's  problems  by  building  institutions  that  work  for  them.  What  is  clear  is  that  the 
successful  tribes  are  and  will  be  those  that  build  capable  governments  and  policies,  and 
that  the  people  best  equipped  to  build  such  institutions  are  the  tribes  themselves.  This 
brings  us  full  circle  back  to  the  prerequisite  of  sovereignty. 


■*  Stephen  Cornell   and  Joseph  P.   kalt,    "Where   Does   Economic   Development   Really   Come   From? 
Constimtional  Rule  Among  the  Contemporary  Sioux  and  Apache,"  Economic  Inquiry,  July  1995. 
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October?,  1996 


The  Honorable  John  McCain,  Chairman 
Committee  on  Indian  Affairs 
United  States  Senate 
838  Hart  Senate  Office  Building 
Washington,  DC  20510-6450 

Dear  Senator  McCain: 

In  response  to  your  request  of  September  17,  1996,  for  additional  comments  on  the 
current  state  of  economic  development  on  Indian  reservations,  I'm  enclosing  the  attached 
summary  of  findings    As  you  will  see,  this  material  answers,  in  a  general  way,  each  of  the 
questions  you  set  forth  in  your  letter. 

Unfortunately,  due  to  a  serious  illness  in  my  family,  I  am  not  able  to  respond  to  you  with 
more  detail  at  this  time  Hopefijlly,  things  will  settle  down  for  me  within  the  next  couple 
of  weeks    At  that  time,  I  will  respond  further 

I  hope  that  you  will  find  the  enclosed  material  responsive  and  useful.  Let  me  know  if 
there  is  any  further  information  we  can  provide  you  and  your  staff. 

Sincerely, 


Joseph  P.  Kalt 
Ford  Foundation  Professor  of 
International  Political  Economy 
Co-Director,  Harvard  Project  on 
American  Indian  Economic  Development 
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Reloading  the  Dice: 

Improving  the  Chances  for 

Economic  Development  on 

American  Indian  Reservations' 

Stephen  Cornell  and  Joseph  P.  Kalt 


The  experiences  of  a  wide  array  of  societies  around  the  world  amply 
demonstrate  that  achieving  sustained,  self-determined  economic 
development  is  a  complex  and  difficult  task.  Certainly  this  is  the  case  on 
the  Indian  reservations  of  the  United  States,  where  numerous  obstacles 
face  tribal  leaders,  managers,  and  other  individuals  concerned  about 
the  economic  well-being  of  their  peoples. 

In  the  introductory  chapter,  the  editors  of  this  volume  review  the 
specific  obstacles  that  Indian  nations  face  as  they  pursue  their  own 
development  goals,  outline  the  critical  role  that  institutions  of  tribal 
governance  play  in  the  development  process,  and  sui^gest  ways  thai 
newly  empowered  tribal  governments  can  improve  tribes' own  cluuwes 
of  achieving  self-determined  development  success. 
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I.  Introduction 

American  Indian  societies  are  phenomenally  resilient.  In  the  last  several 
centuries,  they  have  faced  winds  of  economic,  political,  and  cullural 
change  that  have  blown  as  fiercely  over  them  as  over  any  people  in  history. 
TTiese  winds  have  brought  military  violence  and  subjugation,  epidemics  of 
disease,  seizures  of  land  and  property,  vicious  racism,  and  economic 
deprivation.  Yet,  as  the  twenty-first  century  approaches,  hundreds  of 
distinct  Indian  nations  built  upon  dozens  of  cultural  lineages  still  persevere 
and  grow,  variously  bound  together  by  ties  of  family,  language,  history,  and 
culture.  The  lesson  from  Indian  Country  is  a  lesson  of  strength. 

This  strength  is  still  being  tested.  Among  the  most  fonnidable  chal- 
lenges facing  native  peoples  today  are  those  rooted  in  economic  conditions. 
American  Indians  living  on  the  nation's  nearly  300  reservations  are  among 
the  poorest  people  in  the  United  States.  On  most  reservations,  sustained 
economic  development,  while. much  discussed,  has  yet  to  make  a  signifi- 
cant dent  in  a  long  history  of  poverty  and  powerlessness.  Despite  the  many 
federal  programs  and  the  large  sums  of  federal  and  philanthropic  money 
that  have  been  used  over  the  years,  many  Indian  reservations  continue  lo 
experience  exU^mely  high  unemployment  rates;  high  dependency  on 
welfare,  govemment  jobs,  and  other  transfer  payments;  discouraging 
social  problems;  and  an  almost  complete  absence  of  sustainable,  produc- 
tive economic  activity. 

At  the  same  time,  in  the  last  two  decades  some  reservations  have  made 
significant  progress.  The  examples  are  relatively  few,  but  tribes  as  diverse 
as  the  Confederated  Salish  and  Kootenai  of  the  Rathead  Reservation,  the 
White  Mountain  Apaches,  the  Mescalero  Apaches,  Cochili  Pueblo,  the 
Mississippi  Choctaws,  the  Muckleshoots.  and  various  others  have  shown 
tliat  economic  development  can  take  place  on  Indian  reservations,  iincler 
Indian  auspices,  and  serving  Indian  goals. ^  (Table  I  provides  summary  data 
on  fifteen  tribes  whose  development  situations  illusU-ate  the  range  now 
apparent  in  Indian  Country.)  Still,  the  task  of  sparking  and  fueling  <)(.'\cl 
opment  is  enormous  and  complex.  T\^c  challenge  facing  Inhai  leaders  ami 
policymakers  remains  immense. 

Ffir  the  last  five  years,  the  Harvard  Project  on  American  Indian 
Eci/iiomic  Development  has  been  studying  economic  dcveldpiucni  on 
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.Table  1 

Economic  Conditions 
On  Selected  American  Indian  Reservations 


AdullJ 
Change  in           wiih  1989 

Income                Income                 1989  BIS                  1989  Total 
1977-1989            >J7000            Unemploymcnl        Unemploymeni 

FIjihead 

16% 

39% 

20% 

41% 

While  Mounl.im  Apache 

12% 

33% 

11% 

21% 

CcKhiii  Pucblu 

10% 

43% 

10% 

22% 

McicJleri)  Apjchc 

9% 

18% 

52% 

58% 

MlSMilippi   ChiKlJW 

9% 

36% 

26% 

27% 

Muckleihool 

6% 

16% 

50% 

57% 

Pine  Ridge  Sjoiu 

-1% 

21% 

61% 

73% 

Paisaniaqucxldy 

-3% 

19% 

56% 

66% 

San  Carlos  Apjche 

-7% 

16% 

51% 

66% 

Rosebud  Sioui 

-10% 

4% 

90% 

93% 

Lummi 

-11% 

19% 

46% 

58% 

Huulapai 

-11% 

11% 

45% 

74% 

Yakima 

-12% 

20% 

61% 

■       63% 

Crow 

-12% 

11% 

67% 

78% 

Northern  Cheyenne 

-15% 

29% 

48% 

55% 

II 

All  Rcscrvalion  Indians 

-1% 

24% 

40% 

48% 

Noie:  "Change  in  Income"  refers  to  the  change  in  the  percentage  of  adults  with  incomes  in 

excess  of  BIA  poverty  levels  ($5000  in  1977  and  $7000  in  1989).  "BLS  Unemploy- 
ment" measures  adults  looking  for  employment  but  not  finding  it.  'Total  Unemploy- 
meni" measures  the  percent  of  the  tribal  workforce  not  working. 

Source:       US  Department  of  the  Interior,  Bureau  of  Indian  Affairs,  "Indian  Service  Population 
and  L.ibor  Force  Estimates,"  January  1989. 
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Indian  reservations.  Our  research  has  been  prompted  by  two  develop- 
ments: 

•  Beginning  in  the  1 970s,  there  has  been  a  federal  policy  shift  toward 
tribal  self-determination.  While  this  shift  is  tenuous  and  under, 
constant  attack,  it  has  made  it  possible  for  tribes  to  exert  increased 
control  over  their  own  development  goals  and  programs. 

•  In  the  era  of  self-determination,  tribes  have  begun  to  take  different 
development  paths,  often  with  very  different  results.  Some  tribes 
are  moving  forward,  under  their  own  definitions  of  "forward." 
Others  appear  to  be  stuck  in  place. 

Our  research  objectives  have  been  to  explain  why  tribes  differ  in 
their  economic  development  strategies  and  in  the  outcomes  of  those 
strategies,  and  to  discover  what  it  takes  for  self-detemuned  economic 
development — development  that  meets  tribal  goals — to  be  successful.  We 
make  no  assumption  that  all  tribes  share  the  same  development  goals,  nor 
do  we  assume  that  they  should  embrace  non-Indian  definitions  of 
development  success.  On  the  contrary,  we  think  success  itself  ulti- 
mately must  be  evaluated  on  the  basis  of  the  tribes'  own  criteria.  If  seems 
clear,  however,  that  most  tribes  are  deeply  committed  to  improving  the 
economic  welfare  of  their  peoples.  At  the  same  time,  they  are  concemed 
that  this  be  accomplished  without  losing  political  or  social  sovereignty,  i.e., 
control  over  their  own  affairs  and  over  the  quality  and  nature  of  reservation 
life. 

Much  of  our  research  has  involved  talking  to  and  working  with 
selected  tribes — some  successful,  some  not — on  their  development  poli- 
cies, projects,  and  programs.  We  also  have  looked  in  depth  at  the  available 
numerical  data  on  sixty-seven  reservations  around  the  country.  This  is  a 
large  and  comprehensive  research  effort.  It  is  not  yet  completed,  but  certai  n 
findings  have  become  clear. 

The  purpose  of  this  chapter  is  to  outline  our  findings  in  a  way  ih;ii  ni;iy 
help  tribes  make  choices  that  improve  their  chances  for  sustainable,  self- 
determined  development.  We  begin  by  looking  at  the  major  obstacles 
Indian  tribes  face  in  the  development  arena.  We  then  discuss  those 
development  factors  that  appear,  from  our  research,  to  be  most  important 
and  that  tribes  can  actually  do  something  ohoiitZi?i\hcy[Ty\ocx[),\\M.\u\h  A 
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sovereignty  and  improve  ihe  economic  welfareof  their  peoples.  Our  focus 
is  on  what  tribes  can  do  to  promote  their  economic,  poUtical,  and  social 
well-being.  In  no  sense  does  this  mean  that  federal  and  state  policies  play 
only  minor  roles  in  the  course  that  reservation  economies  take.  Indeed,  we 
conclude  iliis  study  with  a  discussion  of  the  implications  of  our  findings  for 
federal  and  state  policy. 

II.  The  Development  Gamble 

Exonomic  development  is  a  difficult  task  anywhere  in  the  world.  In  Indian 
Country,  however,  self-determined  economic  development  is. a  major 
gamble:  tlie  odds  are  hardly  promising;  the  effort  required  is  tremendous; 
the  results  are  at  best  uncertain.  A  few  tribes — for  the  time  being,  at  least — 
have  won.  Many  continue  to  lose.  In  fact,  the  dice  are  heavily  loaded  against 
economic  development  on  Indian  reservations. 

A.  Obstacles  to  Development 

The  obstacles  are  daunting.  Tribes  face  a  host  of  problems.  Some  of  these 
problems  are  shared  with  other  would-be  developers — countries,  cities, 
states — while  some  are  specific  to  Indian  tribes.  Among  the  obstacles  often 
listed  in  reports  and  studies  or  mentioned  in  Indian  Country  as  explanations 
of  continuing  reservation  poverty  are  these: 

Tribes  and  individuals  lack  access  to  financial  capital. 

Tribes  and  individuals  lack  human  capital  (education, 

skills,  technical  expertise)  and  the  means  to  develop  it. 

Reservations  lack  effective  planning. 

Reservations  are  subject  to  too  much  planning  and  not 

enough  action. 

Reservations  are  poor  in  natural  resources. 

Reservations  have  natural  resources,  but  lack  sufficient 

control  over  them. 

Reservations  are  disadvantaged  by  their  distance  from 

markets  and  the  high  costs  of  transportation. 
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Tribes  cannot  persuade  investors  to  locate  on  reservations 
because  of  intense  competition  from  non-Indian  com- 
munities. 

Federal  and  state  policies  are  counterproductive  and/or 
discriminatory. 

The  Bureau  of  Indian  Affairs  is  inept,  corrupt,  and/or 
uninterested  in  reservation  development. 
Non-Indian  outsiders  control  or  confound  tribal  decision 
making. 

Tribes  have  unworkable  and/or  externally  imposed  systems 
of  government. 

Tribal  politicians  and  bureaucrats  are  inept  or  comipt. 
On-reservation  factionalism  desU"oys  stability  in  tribal 
decisions. 

The  instability  of  tribal  government  keeps  outsiders  from 
investing. 

Reservation  savings  rates  are  low. 
Entrepreneurial  skills  and  experience  are  scarce. 
Non-Indian  management  techniques  won't  work  on  the 
reservation. 

Non-Indian  management  techniques  will  work,  but  are 
absent. 

Tribal  cultures  get  in  the  way. 

The  long-term  effects  of  racism  have  undermined  tribal 
self-confidence. 
•      Alcoholism  and  other  .social  problems  are  destroying 
tribes'  human  capital. 

These  explanations  are  not  necessarily  wrong.  Most  of  them  are  right 
somewhere  or  other  in  Indian  Country.  But  .some  are  far  more  important 
than  others,  and  some  are  either  insignificant,  misleading,  or  mistaken 
Whatever  the  case,  the  sheer  magnitude  and  variety  of  such  a  list  makes  it 
virtually  useless  as  a  guide  to  tribal  or  federal  policy  and  action.  If  .ill  we 
know  is  that  virtually  everything  is  working  against  development  progress, 
then  we  have  no  clear  idea  of  where  to  begin  in  the  effort  to  improve  the 
chances  of  success. 

A  more  useful  approach  is  to  identify  the  key  ingredients  of  succcssdil 
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economic  development,  determine  which  of  these  ingredients  are  most 
important,  and  identify  which  ones  tribes  actually  can  do  something  about. 
This  approacli  can  give  tribes'a  better  sense  of  where  to  devote  time  and 
energy  so  as  to  have  the  greatest  impact;  of  how,  in  effect,  they  can  "reload 
the  dice"  so  as  to  increase  the  chances  of  success  in  the  development 
gamble. 

B.  Key  Development  Ingredients 

The  key  ingiedienis  of  development  can  be  divided  into  three  categories: 
external  opportunity,  internal  assets,  and  development  strategy. 

I.  External  Opportunity 

External  opportunity  refers  to  the  political,  economic,  and  geographic 
settings  that  reservations  find  themselves  in  and  by  which  they  are  linked 
to  the  sunounding  society.  These  settings  can  limit  or  enhance  tribes' 
opportunities  to  accomplish  their  development  goals,  and  are  part  of  the 
reality  they  must  deal  with.  The  critical  factoi-s  are: 

( \)  Political  sovereignty:  the  extent  to  which  a  tribe  has  genuine  control 
over  reservation  decision-making,  the  use  of  reservation  resources,  and 
relations  with  the  outside  world.  As  discussed  more  fully  below,  the 
evidence  is  clear  that  as  sovereignty  rises,  so  do  the  chances  of  successful 
development. 

(2)  Market  opportunity:  unique  economic  niches  or  opportunities  in 
local,  regional,  or  national  markets.  These  opportunities  can  come  from 
particular  assets  or  attributes  (minerals,  tourist  attractions,  distinctive 
artistic  or  craft  traditions),  or  from  supportive  federal  policies  (as  in 
gaming,  wildlife,  and  favorable  tax  treatment).  As  such  opportunities 
increase,  so  do  the  chances  of  successful  development. 

(3)  Access  to  financial  capital:  the  tribe's  ability  to  obtain  investment 
dollars  from  private,  governmental,  or  philanthropic  sources.  Access 
depends  on  such  factors  as  federal  tax  policy,  tribal  reputation,  private 
sector  knowledge  and  experience,  and  public  funding.  As  access  to  capital 
improves,  so  do  the  chances  of  successful  development. 

(4)  Distance  from  markets:  the  distance  tribes  are  from  the  markets  for 
their  products.  The  greater  the  distance,  the  more  difficult  and  costly  it  is 
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to  serve  those  markets,  reducing  the  chances  of  successful  development. 

2.  Internal  Assets 

Internal  assets  refer  to  characteristics  of  tribes  themselves  and  the  resources 
they  control  that  can  be  committed  to  development.  The  critical  factors  are: 
{\)  Natural  resources:  minerals,  water,  timber,  fish,  wildlife,  scenery, 
fertile  land,  etc.  As  natural  resource  endowments  rise,  so  do  the  chances  of 
success.  It  is  worth  noting,  however,  that  such  resources  are  not  necessaiily 
the  key  to  successful  development.  A  number  of  tribes  with  substantial 
natural  resource  endowments  have  been  unable — despite  major  efforts — 
to  tum  them  into  productive  economic  activity,  while  some  Uibes  almost 
completely  lacking  in  natural  resources  have  done  quite  well.  Matthew 
Snipp  has  shown  that  reservations  with  significant  energy  resources,  taken 
together,  "are  somewhat  better  off  than  other  reservations  but  not  by  a  large 
margin."' 

(2)  Human  capital:  the  skills,  knowledge,  and  expertise  of  the  labor 
force.  These  are  acquired  largely  through  education  or  work  experience.  As 
human  capital  rises,  so  do  the  chances  of  successful  development. 

(3)  Institutions  of  governance:  the  laws  and  organization  of  tribal 
government,  from  constitutions  to  legal  or  business  codes  to  the  tribal 
bureaucracy.  As  these  institutions  become  more  effective  at  maintaining  a 
stable  environment  in  which  investors  feel  secure  and  effort  is  rewarded, 
the  odds  of  successful  development  improve. 

(4)  Culture:  conceptions  of  normal  and  proper  ways  of  doing  things 
and  relating  to  other  people,  and  the  behavior  that  embodies  those  concep- 
tions. Such  conceptions  and  behavior  vary  widely,  with  significant  impli- 
cations for  development  strategy.  For  example,  the  hierarchical  "boss- 
worker"  relationship  that  characterizes  industrial  factories  may  be  accept- 
able in  some  tribes  and  abhorrent  in  others,  while  a  strong  central  govern- 
ment may  be  viewed  as  proper  in  one  tribal  culture  and  as  grossly 
inappropriate  in  another. 

The  role  of  culture  in  development  is  complex  and  cannot  easily  tx^ 
reduced  to  simple  "if  this,  then  that"  statements  that  apply  universally  to  all 
tribes.  We  will  have  more  to  say  about  this  below,  but,  in  general,  our 
research  keeps  pointing  to  the  conclusion  that  culture  and  the  insiiiulioris 
of  govemance  are  a  crucial  pair  of  factors  in  development."  F.cononiic 
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developmcni  can  take  hold  in  the  face  of  a  wide  range  of  cultural  attitudes 
on  such  mailers  as  the  sanctity  of  natural  resources  or  the  propriety  of 
individuals  trying  to  make  themselves  wealthier.  However,  unless  there  is 
a  fit  between  the  culture  of  the  community  and  the  structure  and  powers  of 
its  governing  institutions,  those  institutions  may  be  seen  as  illegitimate, 
their  ability  to  regulate  and  organize  the  development  process  will  be 
undermined,  and  development  will  be  blocked.  Without  a  match  between 
culture  and  governing  institutions,  tribal  govemment  cannot  consistently 
do  its  basic  job:  creating  and  sustaining  the  "rules  of  the  game"  that 
development  in  any  society  requires. 

3.  Development  Strategy 

Development  strategy  refers  to  the  decisions  tribes  make  regarding  their 
plans  and  approaches  to  economic  development.  TTie  important  choices 
are: 

(1)  Overall  economic  system:  the  organization  of  the  reservation 
economy  itself.  Will  it  be  a  system  consisting  primarily  of  tribal  enterprises, 
individual  or  family  entrepreneurship,  non-Indian  investment  or  entrepre- 
neurship,  federally  sponsored  and  controlled  activity,  or  some  combination 
of  these?  Again,  we  will  have  more  to  say  about  this  below,  but  in  general, 
where  there  is  a  match  between  the  approach  a  tribe  pursues  and  the  social 
organization  and  culture  of  the  tribe,  the  odds  of  successful  development 
increase. 

(2)  Choke  of  development  activity:  the  selection  of  specific  develop- 
ment projects  (e.g.,  a  convenience  store,  a  gaming  operation,  a  motel,  a 
timber  enterprise,  commercial  hunting  of  wildlife,  a  manufacturing  plant, 
etc.).  Activities  and  projects  that  take  advantage  of  tribes'  market  opportu- 
nities, allow  u  ibes  to  specialize  in  using  the  natural  and/or  human  resources 
most  available  to  them,  and  are  consistent  with  tribes'  cultures  are  more 
likely  to  be  successful. 

It  is  important  to  note  several  things  about  these  lists  of  external 
opportunities,  internal  assets,  and  development  strategies.  First,  weakness 
in  one  or  even  several  of  the  internal  or  external  factors  does  not  spell  doom 
for  development  efforts.  Distance  from  markets,  for  example,  may  not  be 
a  problem  if  the  commodity  a  tribe  is  selling  is  rare,  less  expensive  than 
alternatives,  or  easy  to  transport.  The  market,  in  effect,  moves  closer  as  it 
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becomes  more  difficult  or  costly  for  buyers  to  obtain  the  product  from 
someone  else.  Thus  Navajo  uranium,  for  example,  while  mined  in  areas 
remote  from  major  markets,  has  been  saleable  in  part  because  it  is  scarce. 
Similarly,  human  capital  may  be  less  important  if  a  tribe's  primary  prcxiuci 
is  cut  timber  sold  as  logs  to  a  broker.  Producing  it  is  fairly  simple,  and  a 
relatively  unskilled  work  force  can  be  productive.^  Or,  to  use  another 
example,  natural  resources  may  not  be  important  to  a  tribe  with  skilled  labor 
and  good  access  to  markets,  as  the  Mississippi  Choctaw  case  shows.  A 
surplus  of  one  factor  may  compensate  for  a  shortage  of  another. 

Second,  the  contributions  of  some  of  these  factors  clearly  depend  upon 
the  presence  of  other  factors.  The  best  example,  perhaps,  is  access  to 
financial  capital.  The  primary  problem  tribes  face  in  obtaining  investment 
capital  is  real  or  perceived  instability  in  tribal  governments  and  policies. 
Thus,  capital  access  is  first  and  foremost  a  problem  of  political  develop- 
ment: the  establishment  of  an  institutional  environment  in  which  investors 
feel  .secure.  This  holds  true  whether  the  investors  are  banks,  corporations, 
venturecapitalists.ortribal  members.  With  declines  in  federal  fundingover 
the  last  decade  and  poor  prospects  for  significant  increases  in  the  near 
future,  attention  to  the  institutions-of-govemance  factor  can  be  the  best  way 
to  overcome  the  access-to-capital  obstacle. 

Finally,  which  of  these  factors  can  tribes  do  something  about?  Not  all 
of  them  are  equally  easy  tochange.  On  certain  factors,  tribes  essentially  are 
stuck  with  what  they've  got;  on  others,  they  can  alter  the  situation.  Table 
2  lists  key  development  ingredients  and  indicates  the  degree  to  which  they 
can  be  changed  directly  by  tribes. 

Tribes  can  do  little,  for  example,  to  improve  their  natural  resource 
endowments  or  their  di.stance  from  markets.  Simihirly.  a  reservation's 
market  opportunity  is  largely  a  matter  of  economic  forces  that  arc  outside 
tribal  control.  Tribes  can  invest  in  human  capital  via  education  and  training, 
but  the  payoffscan  take  a  long  time  to  appear.  Tribes  may  thus  be  compelled 
to  "import"  managers  and  skilled  workers  from  outside,  as  tribes  such  as 
the  Mississippi  Choctaw  and  White  Mountain  Apaches  have  done  while 
they  wait  for  the  training  of  their  own  people  to  take  hold.  However, 
whether  it  takes  place  by  investment  or  importing,  improving  humnn 
capital  requires  money.  As  for  changes  in  tribal  culture,  even  ifiribes  were 
willing  to  make  significant  changes — a  highly  questionable  assumpiion  - 
cultures  cannot  simply  be  fine-tuned  to  meet  a  set  of  predctennined  criteriji 
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Table  2 

How  Much  Control  Do  Tribes  Have 

over  the  Keys  to  Development? 


Degree  of  Control 
Low               Moderate               High 

External  Opportunities 

Political  Sovereignly 

X 

Market  Opponunily 

X 

Distance  from  Markets 

X 

Access  to  Capital 

X 

Internal  Assets 

Natural  Resources 

X 

Human  Capital 

X 

Governing  institutions 

X 

Tribal  Culture 

X 

Development  Strategy 

Economic  Policy 

X 

Development  Activity 

X 
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Cultural  changes  that  do  occur  often  take  a  long  time  to  accompli<;h,  and 
changes  that  enhance  well-being  require  leadership  and  vision  that  are 
themselves  scarce  in  most  societies. 

Political  sovereignty  can  be  changed,  but  an  individual  tribe  cannot 
easily  change  it.  The  central  determinant  of  political  sovereignty  is  federal 
Indian  policy,  itself  a  product  of  interactions  among  the  executive  branch, 
the  Congress,  the  federal  courts,  and  various  public  and  private  constituen- 
cies, of  whom  tribes  are  only  one.  These  interactions  can  be  influenced 
through  lobbying,  public  rel;>tions,  and  litigation,  but  such  efforts  require 
time  and  money,  and  the  ultimate  payoffs — especially  in  the  courts — are 
hard  to  predict*^  Sovereignty,  therefore,  while  critical  to  success,  is  only 
partially  and  unpredictably  subject  to  the  control  of  the  individual  tribe. 

This  is  hardly  an  argument  for  complacency.  Expansions  in  tribal 
sovereignty  since  the  1960s  have  come  about  largely  as  a  result  of  the 
political  activities  of  tribes  and  national  Indian  organizations.  Tliose 
expansions  have  been  key  components  in  making  self-determined  eco- 
nomic development  possible.  Presumably,  further  improvements  in  tribal 
sovereignty — and  preservation  of  the  gains  already  made — will  similarly 
depend  on  what  Indians  do,  and  the  future  of  economic  development  in 
Indian  Country  will  depend  to  some  extent  at  least  on  Indian  success  in  this 
battle  to  sustain  and  expand  existing  tribal  sovereignty.  The  question  here, 
however,  has  to  do  with  where  individual  tribes  can  most  productively 
focus  their  energy  in  the  development  arena  so  that  what  has  been  made 
possible  by  expansions  in  tribal  sovereignty  is  realized  in  real  development 
gains.  This  depends  increasingly  on  the  ability  of  tribes  to  effectively 
exercise  the  sovereignty  they  now  command. 

As  Table  2  indicates,  three  factors  stand  out  as  major  candidates  for 
tribal  action.  The  first  is  institutions.  Tribes  can  alter  their  own  institutions 
of  self-governance,  with  major  impacts  on  their  chances  of  dcvelopnieot 
success.  The  second  and  third  come  underdevelopment  strategics:  Tribes 
also  can  exercise  controlover  developrhent  policy  and  over  the  specific 
development  projects  they  pursue.  What  can  tribes  do  in  these  areas? 
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III.  What  Can  Tribes  Do? 

For  many  Indian  nations  and  their  leaders,  the  problem  of  economic 
development  has  been  defined  as  one  of  picking  the  right  projects.  Tribal 
governments  often  devote  much  of  their  development-related  time  and 
energy  to  considering  whether  or  not  to  pursue  specific  projects:  a  factory, 
a  mine,  an  agricultural  enterprise,  a  motel,  and  so  on.  Some  of  these  are 
propo.sed  by  outsiders,  some  by  tribal  members;  others  are  simply  whatever 
is  currently  fundable  under  federal  programs.  Using  their  own  judgment 
and  whatever  information  they  can  assemble,  tribal  councils  and  tribal 
planners  try  to  pick  winners. 

Picking  winners  is  important,  but  it  is  also  rare.  In  fact,  Indian  Country 
is  dotted  with  failed  projects  that  turned  sour  as  investors'  promises 
evaporated,  or  enterprises  failed  to  attract  customers,  or  managers  found 
themselves  overwhelmed  by  market  forces  and  political  instability.  In  fact, 
many  tribes  pursue  development  backwards,  concentrating  first  on  picking 
the  next  winning  project  at  the  expense  of  attention  to  political  and 
economic  institutions  and  broader  development  strategies.  Development 
success  is  marked,  in  part,  by  the  sustainability  of  projects.  Generally 
speaking,  only  when  sound  politital  and  economic  institutions  and  overall 
development  strategies  are  in  place  do  projects — public  or  private — 
become  sustainable  on  reservations.  Much  of  the  development  success  we 
have  seen  has  occurred  where  tribes  have  paid  prior  and  ongoing  attention 
to  the  structure  and  powers  of  their  political  and  economic  systems. 

Indeed,  in  our  research  two  factors  more  than  any  others  distinguish 
succe.ssful  tribes  from  unsuccessful  ones:  de  facto  sovereignty  and  effec- 
tive institutions  of  self-governance.  Tlie  su-ategic  issues,  while  important, 
follow  on  these. 


A.  The  Role  of  Sovereignty 

By  "de  facto"  sovereignty  we  mean  genuine  decision-making  control  over 
the  running  of  tribal  affairs  and  the  use  of  uibal  resources.  While  the  legal 
status  of  Indian  sovereignty  waxes  and  wanes  with  federal  court  decisions 
and  legislation,  it  is  still  the  case  that  an  assertive  and  capable  tribe  can  take 
primary  control  of  many  economic  decisions  away  from  the  leading 
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contender  for  such  power — the  Bureau  of  Indian  Affairs  (BIA).  In  case 
after  case  where  we  see  sustained  economic  development,  from  the 
Rathead  and  Mescalero  Apache  reservations  to  Cochiti  Pueblo  and  Mis- 
sissippi Choctaw,  tribal  decision-making  has  effectively  replaced  BIA  (as 
well  as  other  "outside")  decision-making.  While  the  resulting  relationships 
between  tribe  and  BIA  range  from  the  cooperative  to  the  contentious,  they 
are  characterized  by  a  demotion  of  the  BIA's  role  from  decision-maker  to 
advisor  and  provider  of  technical  assistance. 

The  reason  why  tribal  sovereignty  is  so  crucial  to  successful  develop- 
ment is  clear.  As  long  as  the  BIA  or  some  other  outside  organization  carries 
primary  responsibility  for  economic  conditions  on  Indian  reservations, 
development  decisions  will  tend  to  reflect  outsiders'  agendas.  In  the  case 
of  the  BIA,  for  example,  bureaucratic  standards  of  success  (protecting  a 
budget,  expanding  authority)  will  tend  to  be  given  more  weight  than  tribal 
standards  of  success.  But  when  BIA  or  other  federal  decisions  lead  to  lost 
opportunities  or  wasted  resources,  the  co.sts  are  borne  most  directly  by  the 
affected  tribe,  not  by  the  federal  bureaucracy. 

Transferring  control  over  decisions  to  tribes  does  not  guarantee 
success,  but  it  tightens  the  link  between  decision-making  and  its  conse- 
quences. Tribes  have  stronger  incentives  to  make  appropriate  development 
decisions  than  the  BIA  because  they  are  the  ones  who  more  directly  bear 
the  costs  and  reap  the  benefits  of  those  decisions.  Tliis  is  evident  in 
comparisons  of  tribes'  overall  development  efforts.'  It  is  also  borne  out  in 
specific  sectors  of  the  economy,  such  as  forestry,  where  transferring 
significant  control  from  the  BIA  to  tribes  has  spurred  productivity  (see  the 
chapter  by  Matthew  Krepps  in  this  volume). 

The  legal  and  de  facto  sovereignty  of  tribes  has  been  subject  to  constant 
challenge,  and  it  is  frequently  asserted  that  if  tribes  wish  to  be  sovereign, 
they  must  first  establish  sound,  nondependent  economies.  Our  research 
indicates  that,  for  two  basic  rea.sons,  this  reasoning  is  backwards,  f-irsi,  as 
we  have  .said,  sovereignty  brings  with  it  accountability.  Tliosc  whose 
resources  and  well-being  are  at  slake  are  the  ones  in  charge.  Without  this 
accountability,  as  in  the  years  before  .self-delemiinalion  became  esiah 
lished  federal  policy  in  the  1 970s,  sustainable  development  on  reservat  ions 
was  virtually  nonexistent.  Second,  the  sovereign  status  of  trilx:s  offers 
distinct  legal  and  economic  market  opportimitics,  from  reduced  tax  arid 
regulatory  burdens  for  industry  to  unique  niches  for  gaiTiing  arul  the 
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commercial  use  of  wildlife.  Sovereignty  is  one  of  the  primary  development 
resources  tribes  now  have,  and  the  reinforcement  of  tribal  sovereignty 
under  self-determination  should  be  the  central  thrust  of  Indian  policy.  One 
of  the  quickest  ways  to  bring  development  to  a  halt  and  prolong  the 
impoverished  conditions  of  reservations  would  be  to  undermine  the 
sovereignty  of  Indian  tribes. 

Having  said  this,  the  fact  is  that  the  formal  boundaries  of  tribal 
sovereignty  are  not  easy  for  the  individual  tribe  to  change.  Tribes  may  not 
be  able  to  do  very  much,  at  least  in  the  short  run,  to  alter  the  legal  position 
they  occupy  within  the  larger  society.  What  tribes  can  do  is  be  more  or  less 
aggressive  in  asserting  the  sovereignty  they  possess.  As  we  have  noted,  the 
successful  tribes  we  have  studied  are  uniformly  marked  by  aggressive 
assumptions  of  authority  over  tribal  development  decisions. 

B.  The  Role  of  Institutions 

Assertions  of  .sovereignty,  however,  are  not  enough.  Once  established, 
sovereignty  must  be  put  to  effective  use.  This  requires  more  than  simply 
aggressive  decision-making.  A  tribe  laying  claim  to  the  right  of  self- 
determination  must  be  armed  with  capable  institutions  of  self-governance. 
In  Indian  Country,  as  in  developing  societies  around  the  world,  such 
institutions  are  essential  not  only  to  the  successful  exercise  of  sovereignly, 
but  to  successful  economic  development  as  well. 

Institutions  can  be  thought  of  as  the  formal  and  informal  mechanisms 
by  which  groups  of  people  act  together.  Formal  institutions  include 
constitutions,  charters,  laws,  and  other  formal  rules  that  regulate  what 
people  do.  Informal  institutions  include  culturally  supported  standards  of 
right  and  wrong,  proper  and  improper,  normal  and  abnormal.  These 
standards  li  kewise  regulate  what  individuals  and  groups  do,  but  through  the 
values,  rules  of  behavior,  and  ideas  we  all  learn  from  growing  up  and  living 
in  a  particular  community.  They  are  communicated  to  us  as  part  of  a 
society's  culture,  enforced  by  the  approval  and  disapproval  of  our  parents, 
peers,  elders,  and  other  authority  figures. 

As  tribes  set  about  achieving  genuine  self-govemment,  the  need  is  to 
put  in  place  formal  governing  institutions  that  can  perform  three  basic 
tasks:  (I)  mobilize  and  sustain  the  tribal  community's  support  for  its 
institutions  and  for  particular  development  strategies;  (2)  efficiently  make 
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and  cany  out  strategic  choices;  and  (3)  provide  a  political  environment  in 
which  investors — large  or  small,  tribal  members  or  nonmembers — feel 
secure.  These  institutions  of  self-governance  have  to  work  both  at  the  level 
of  policy  and  group  action  (for  example,  the  design  of  the  reservation 
economic  system  and  the  making  of  rules  and  laws)  and  at  the  level  of  day- 
to-day  bureaucratic  functions  (for  example,  program  administration  and 
law  enforcement). 

Task  1: 

Mobilize  and  Sustain  Support  for 

Institutions  and  Strategies 

The  power  of  self-governance  in  and  of  itself  is  no  guarantee  of  economic 
development.  Such  power  can  be  the  key  to  creating  an  environment  in 
which  self-determined  economic  development  succeeds,  or  if  can  create  an 
environment  in  which  self-determined  economic  development  becomes 
impossible.  Societies  in  Eastern  Europe,  Asia,  Africa,  and  Latin  America 
are  repeating  these  lessons  on  a  daily  basis.  To  perform  beneficially,  self- 
government — governing  institutions  and  their  decisions — ultimately  must 
have  the  support  of  the  community.  Without  this  support,  the  results  are 
likely  to  be  instability,  stagnation,  and  a  government  that  serves  only  the 
temporary  interests  of  the  faction  currently  in  power. 

But  where  does  sustainable  support  for  the  institutions  and  policies  of 
self-government  come  from?  Our  research  indicates  that  such  support 
depends  critically  on  achieving  a  match  between  the  formal  institutions  of 
governance  on  the  one  hand  and  the  culture  of  the  .society  on  the  other. 

For  example,  among  the  things  we  learn  as  part  of  our  experience  in  a 
community  are  certain  pKjIitical  standards.  These  constitute  answers  to  such 
questions  as:  Who  should  rightly  wield  governmental  power?  What  are  the 
legitimate  rights  of  citizens  and  leaders?  How  should  we  resolve  disputes 
among  ourselves?  and  .so  on.  Tliese  culturally  shared  political  stnnd.irds 
ideally  form  the  foundations  of  the  formal  institutions  of  self-govcmnicni 
Without  such  cultural  foundations,  the  formal  government  of  a  s(Kicly  is 
likely  to  lack  legitimacy  and  respect  in  the  community  it  is  supposed  lo 
govern.*  It  is  then  more  likely  to  be  an  engine  of  conflict  and  a  vehicle  for 
the  pursuit  of  personal  gain,  and  less  likely  to  be  able  to  resolve  conflict, 
articulate  and  support  the  public  interest,  and  create  an  cnvironrncni  in 
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which  social  and  economic  development  can  take  place.'* 

For  many  American  Indian  tribes,  there  is  a  very  real  possibility  of  a 
mismatch  between  their  formal  governments  and  the  standards  of  political 
legitimacy  lound  in  their  cultures.  Tribal  constitutions  often  have  been 
written  and,  if  not  imposed,  at  least  promoted  by  outsiders.  Most  of  the 
constitutions  adopted  underthe  Indian  Reorganization  Act  (IRA)  of  1934, 
for  example,  under  which  many  tribes  operate,  were  drafted  by  the 
Department  of  the  Interior  with  minimal  attention  eitlier  to  indigenous 
forms  of  government  or  to  the  broad  diversity  among  Indian  tribes.  '"Tribes 
had  the  opportunity  both  to  accept  or  reject,  via  tribal  referenda,  the  IRA 
itself,  and  to  adopt  tribal  constitutions  designed  under  its  provisions.  In 
some  of  the  early  tribal  referenda  on  the  IRA,  member  abstentions  were 
counted  as  favorable  votes,  and  both  the  IRA  and  some  constitutions  were 
adopted  in  some  tribes  despite  the  abstentions  of  significant  majorities  of 
eligible  voters."  Especially  in  the  early  years  ofthe  IRA,  outsiders  and  their 
objectives  often  dominated  tribal  bureaucracies.  The  bureaucratic  func- 
tions of  most  reservation  governments  were  designed  to  fit  BIA  and  other 
federal  programs  and  needs,  and  to  serve  as  channels  through  which 
resources  could  be  transferred  back  and  forth  between  the  reservations  and 
external  governments.  In  few  cases  were  the  structures  of  tribal  govern- 
ment effectively  designed  to  assist  tribes  in  making  and  implementing  their 
own  policy  decisions.  As  Vine  Deloria  and  Clifford  Lytle  point  out,  in  the 
original  conception  of  tribal  governments  on  which  the  IRA  was  based, 
"the  intent  of  tribal  govemmehls  [was]  to  manage  Indian  resources,  not  to 
act  in  a  national  capacity."'^ 

Nonetheless,  certain  tribes  appear  to  have  done  relatively  well  under 
the  IRA.  IRA  constitutions — and  those  modeled  on  them — typically 
created  a  system  of  centralized  tribal  government  with  a  single  chief 
executive  (the  tribal  chair  or  president),  a  one-house  legislature  (the  tribal 
council),  and  a  weak  or  absent  judiciary."  This  system  appears  to  match 
certain  tribes'  traditions  and  norms  regarding  the  legitimate  structure  and 
powers  of  government,  and  these  tribes  may  function  effectively  under 
the.se  provisions. 

The  relatively  successful  Apache  tribes  (Table  I),  for  example,  carry 
a  u^adition  of  often  popularly  selected,  strong  chief  executives  with 
significant  administrative  and  judicial  powers  at  the  local  group  and  band 
levels,  and  with  considerable  moral  authority  and  symbolic  significance  in 
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group  affairs.  Notwithstanding  the  range  of  authority  conferred  on  Apache 
executives,  ascendancy  to  leadership  depended  upon  a  fomi  of  the  "consent 
of  the  governed"  citizens.  Leaders  who  abused  their  positions  were  simply 
deserted.  The  indigenous  Apache  term  for  leader  is  "he  who  convinces  us," 
suggesting  limits  on  executive  powers  (hat  might  otherwise  be  turned  to  the 
pursuit  of  private  interests  over  public  interests. '"* 

TTiese  historic  foundations  of  Apache  governance  share  some  com- 
mon ground  with  the  IRA  system,  i.e.,  in  both  indigenous  Apache  gover- 
nance and  the  IRA  we  find  few  and  relatively  undifferentiated  branches  of 
government."  Our  research  reF>eatedly  fmds  that  this  kind  of  common 
ground — this  match  between  cultural  standards  of  governmental  legiti- 
macy and  the  formal  structure  of  tribes'  current  governments — is  a  key  to 
creating  an  environment  conducive  to  economic  development. 

By  the  same  token,  it  comes  as  no  surprise  that  where  tribes'  govern- 
ments are  not  backed  up  by  accepted  cultural  standards  of  propriety,  tribal 
govemments  can  become  destabilizing  forces  that  discourage  not  only  the 
effective  exercise  of  political  and  social  sovereignty,  but  economic  devel- 
opment as  well.  Imp>osition  of  the  IRA  constitution  on  some  Sioux 
societies,  for  example,  where  economic  and  social  problems  are  marked 
(e.g..  Table  1 ),  serves  as  a  case  in  point. 

Historic  Sioux  societies  had  fairly  fluid  but  highly  developed  political 
systems.  Oglala  bands,  for  example,  were  governed  by  a  council,  or 
legislature,  known  as  the  Big  Bellies  or  naca,  composed  of  headmen, 
medicine  men,  warriors,  and  other  men  of  stature.  This  council  selected 
from  among  its  number  an  executive  council  of  four  chiefs  or  councilors, 
who  bore  primary  responsibility  for  the  welfare  of  the  group.  They  were 
ultimately  responsible  for  camp  policy,  dispute  resolution,  and  for  advising 
the  people  on  issues  of  significance  to  (he  community  as  a  whole.  They  in 
turn  delega{ed  authority  to  four  younger  men,  known  as  "shirt  wearers," 
who  served  as  the  executives  of  the  tribe  and  the  voice  of  the  chiefs, 
responsible  for  carrying  out  their  policies.  TTiese  then  appointed  m:irsli;ils 
orfl/:/c/7a  who  were  responsible  for  the  maintenance  of  order,  for  seeing  lo 
it  that  the  decisions  of  the  chiefs  and  the  laws  of  the  society  were  observed 
by  all  the  members  of  the  camp — including  the  Big  Bellies  and  the  chiefs 
themselves — and  for  disciplining  violators.'^ 

Political  organization  above  the  band  level  apparently  was  r;ire  :iiul 
fleeting,  but  according  to  Royal  Hassrick,  something  resembling  a  national 
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assembly  iiiei  yearly  prior  to  the  mid-nineteenth  century.  In  these  gather- 
ings hundreds  of  delegates  from  the  Oglala,  Miniconjou,  Brule,  and  other 
Sioux  tribes  selected  four  "Supreme  Owners"  who  served  as  chief  execu- 
tives of  the  nation."  At  the  same  time,  it  seems  clear  that  collective  identity 
was  most  prominently  focused  at  the  band  or  tiyospaye  level,  where  there 
was  a  high  degree  of  group  autonomy. 

Tliis  intricate  governmental  structure — with  its  strong  legislature, 
executives  selected  by  the  legislature  in  a  parliamentary  fashion,  articu- 
lated judicial  authorities,  and  perhaps  a  federalist  national  system  of  some 
sori^— apparently  served  the  Sioux  well  during  their  rise  to  dominance  on 
the  nonhern  plains.  Eventually,  sustained  warfare  with  the  United  States 
and  the  los.s  of  the  buffalooverwhelmed  it,  while  reservation  administrators 
actively  suppressed  indigenous  Sioux  government.  When  the  new  tribal 
government  was  established  at  Pine  Ridge  under  the  IRA  in  the  1930s,  the 
old  liyospayes — still  apparent  in  the  settlement  pattern  on  the  reservation — 
as  well  as  the  complex  and  multilayered  structure  of  Sioux  government 
were  largely  ignored.  As  it  turned  out,  however,  the  cultural  standards  that 
supported  traditional  Sioux  government  had  not  been  entirely  eradicated, 
nor  had  localized  allegiances  and  identity.'"  At  Pine  Ridge,  citizens 
continue  to  spontaneously  create  subnational  district  governments  and 
organizations  that  take  over  functions  that  might  otherwise  be  performed 
by  the  central  IRA  tribal  government.  The  United  States,  meanwhile, 
continues  to  treat  tJie  centralized  tribal  government  (with  its  one-house 
legislature  and  popularly  elected  single  president)  as  the  legitimate  govern- 
ment of  the  tribe. 

Under  these  circumstances,  it  is  no  wonder  that  the  IRA  government 
at  Pine  Ridge  is  subject  to  turmoil  and  experiences  great  difficulty  in 
exercising  stable,  sovereign  authority  or  in  winning  the  allegiance  of  the 
community.  In  such  an  environment,  tribally  sponsored  economic  devel- 
opment has  difficulty  taking  root. 

In  short,  the  Apache-Sioux  contrast  illustrates  the  point:  Some  IRA 
tribes  have  indigenous  traditions  and  structures  that  "fit"  better  than  others 
the  IRA  model  of  centralized  govemment  operating  under  a  single  chief 
executive  and  a  one-house  legislature  without  an  independent  judiciary. 
Where  this  kind  of  match  holds,  tribes  have  relative  success  in  moving 
forward  under  self-determination.  Other  tribes'  traditions  may  include 
decentralized  authority  and  identity,  regional  orclan-based  govemment,  or 
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political  power  founded  on  religious  belief.  These  tribes  have  greater 
difficulty  governing  themselves  under  IRA-style  constitutions.  What  this 
suggests  is  that,  for  many  tribes,  constitutional  reform  is  the  appropriate 
first  step  toward  sustainable  economic  development. 

Task  2: 
Implement  Strategic  Choices 

Task  2  requires  laws,  rules,  and  procedures  that  can  get  things  done. 
Several  dimensions  of  this  stand  out  in  Indian  Country. 

( I )  Formalized  Decision  Rules  and  Procedures.  No  scxriety  of  signifi- 
cant size  can  count  solely  on  the  goodwill  of  its  leaders  and  citizens  or  their 
spontaneous  loyalty  to  shared  cultural  values  to  hold  the  society  together, 
especially  across  activities  as  diverse  as  investing  public  monies  in  schcxils. 
roads,  or  resource  development;  litigating,  lobbying,  or  negotiating  with 
other  nations;  or  regulating,  prohibiting,  or  penalizing  various  behaviors  by 
the  society's  own  members.  Conflicts  of  interest  and  opportunities  for 
private  advantage  inherent  in  these  activities  cannot  consistently  be  con- 
trolled simply  by  appeals  to  conscience  or  to  essential  or  traditional 
"Japanese"  or  "American"  or  "German"  or  "Cherokee"  or  "Arapahoe"  or 
"Sioux"  values.  Sharing  such  values  can  be  important  in  helping  people  to 
understand,  sympathize,  and  identify  with  each  other,  and  to  recognize  that 
there  is,  indeed,  a  public  interest  to  be  served,  particularly  in  times  of 
fundamental  change  (as.  for  example,  during  constitutional  refomi).  But 
sustaining  public  spiritedness  during  the  long,  hard  battles  over  defining 
and  implementing  the  will  of  the  people  is  a  nearly  impossible  task. 

For  this  reason,  among  others,  human  societies  devise  mies  anil 
procedures  that  delegate  and  delimit  authority.  From  the  orall  v  transmiiiecl 
laws  of  the  Iroquois  Confederacy  to  Robert's  Rules  of  Order  to  the  fish  and 
game  code  of  the  White  Mountain  Apaches,  formalized  rules  and  pr(KC- 
dures  serve  to  empower  a  people  by  allowing  them  to  carry  forward  tiic 
public's  interest.  In  promoting  government  by  law.  such  niles  and  pnKc- 
dures  help  to  insulate  the  public  interest  from  the  possibility  that  imli  vidii.ils 
inlerestedonly  in  their  own  advantage  on  occasion  will  end  u()  in  positions 
of  power. 

TTie  need  for  such  systems  of  formalized  rules  and  procedures  in  IikIimm 
Country  is  amply  evident.  Business  codes  that  regulate  on  rcscrv.iiiou 
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permit  procedures  can  prevent  every  new  enterprise  proposal  from  turning 
into  a  political  fight.  Similarly,  environmental  codes  goveming  land  use, 
wildlife,  and  resource  extraction  can  streamline  decisions  on  individual 
projects  while  still  embodying  the  people's  views  on  the  proper  use  of 
reservation  assets  (see,  for  example,  the  chapter  by  Nissenbaum  and  Shadle 
in  this  volume). 

Codes  themselves,  however,  must  be  implemented  through  a  process 
that  clearly  defines  the  rights  and  responsibilities  of  all  affected  parties: 
When  can  the  tribal  council  overrule  the  land-use  office?  When  can  public 
debate  be  cut  ofl?  What  right  of  appeal  do  applicants  have,  and  to  whom? 
What  is  the  power  of  the  tribal  council  vis-a-vis  ihejudiciary?  and  so  forth. 
The  tribe  that  fails  to  answer  these  kinds  of  questions  with  clear  and  hard- 
to-change  rules  and  laws  invites  the  kind  of  conflict  and  instability  that 
raises  roadblocks  to  development. 

(2)  Professional  Financial,  Personnel,  and  Record  Systems.  Many 
tribal  governments  encounter  repeated  difficulty  as  a  consequence  of  their 
inability  to  maintain  close  control  over  tribal  finances  or  of  the  failure  to 
keep  day-to-day  operations  running  smoothly.  Development  will  be  dis- 
couraged if  the  paperwork  on  ihe  new  business  permit  is  lost,  or  if  tribal 
records  are  cleared  out  each  time  the  leadership  changes  hands,  or  if  the 
building  contractor's  bill  goes  unpaid  until  funds  can  be  shuffied  around 
departments,  or  if  each  firingof  a  tribal  employee  turns  into  a  political  crisis. 
Good  financial  controls  and  record  systems  prevent  abuses,  improve 
performance  monitoring,  increase  accountability,  and  enhance  the  tribe's 
ability  to  make  informed,  knowledgeable  decisions  regarding  tribal  assets 
and  opportunities. 

Similarly,  professional  personnel  standards  and  grievance  procedures 
(such  as  a  personnel  appeals  board  that  has  genuine  authority)  allow  the 
tribal  bureaucracy  to  weather  political  storms  and  can  insulate  tribal 
politicians  from  petty  factionalism  (for  example,  the  disgruntled  worker 
can  be  directed  to  a  personnel  grievance  process  instead  of  to  the  uibal 
chair).  Where  resolving  grievances  on  the  part  of  tribal  employees  depends 
less  on  who  is  tribal  chair  or  on  who  sits  on  the  tribal  council  and  more  on 
a  fonnalized,  fair,  and  dependable  grievance  process,  the  tribe  enhances  its 
political  stability  and  increases  its  ability  to  effectively  manage  its  own 
affairs. 

In  short,  the  ability  to  get  things  done,  typically  through  a  professional 
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and  capable  bureaucracy,  is  a  critical  element  in  translating  tribal  policy 
choices  into  results.  Such  a  bureaucracy  need  be  neither  large  norelaborate, 
as  the  relatively  effective  bureaucracies  at  Cochiti  Pueblo  and  Muck  lesh(X)t 
illustrate.  Tlie  revenue  ofnce  at  Rosebud  Sioux  consists  of  a  director  and 
one  assistant;  when  collections  need  to  be  made,  it  is  likely  to  be  the  director 
who  gets  in  her  pickup  truck  and  drives  across  the  reservation  to  pick  up  the 
check.  The  point  is  not  to  build  up  some  complicated  set  of  bureaucratic 
offices  or  elaborate  staff,  but  to  establish  rules  that  consistently  govern  the 
way  Uibal  affairs  are  handled,  and  to  make  certain  those  rules  survive 
changes  in  leadership  or  other  personnel. 

This  bureaucratic  capability  appears  to  be  a  significant  factor  in 
relative  development  success  at  reservations  such  as  Raihead,  Mescalero, 
and  Missi.ssippi  Choctaw,  and  of  selected  operations  at  While  Mouniain 
Apache  and  Cochiti  Pueblo.  It  also  is  important  in  recent  improvements  in 
the  development  situation  at  Muckleshoot. 

Task  3: 

Establish  a  Political  Environment 

Safe  for  Development 

American  Indian  reservations  compete  with  other  localities  to  attract 
economic  activity,  including  not  only  the  activity  of  outside  investors,  but 
that  of  their  own  citizens.  To  be  successful  in  this  competition,  reservations 
generally  must  be  able  to  offer  the  opportunity  to  earn  economic  retums 
commensurate  with,  or  better  than,  the  retums  people  and  assets  might  cam 
somewhere  else.  Financial  capital  can  readily  migrate  away  from  the 
reservation,  and  tribal  labor  can  look  for  work  off  the  reservation  or,  in  a  bad 
regional  labor  market,  move  away  altogether.  While  personal  tics  and 
commitments  may  help  to  retain  labor  on  the  reservation,  the  greater  the 
employment  opportunities,  the  more  likely  people  are  to  stay. 

Even  when  labor  is  settled  and  available  on  the  reservation,  financi;il 
assets  are  also  necessary  for  economic  development.  Investment  clolhrs 
have  to  come  from  somewhere  in  order  to  provide  people  with  the  t(K)|s  ;incl 
materials  needed  to  make  them  prcxluctivc  and  competitive.  The  $I(),(KK) 
needed  to  stock  an  auto  parts  store,  the  $8,(XX)  needed  to  buy  used 
agricultural  equipment,  the  $2,0(X)  to  expand  an  arts  and  crafts  c(H)por.iiivc. 
or  the  millions  needed  for  a  tribal  sawmill  all  depend  on  individmiN'  or 
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pnvate  or  public  entities'  willingness  to  invest. 

Throughout  the  world,  countries'  economic  policies  and  govemiuen- 
tal  systems  cat  into  the  returns  that  investors  can  expect  in  (wo  primary 
ways:  by  raising  risks  and  by  raising  production  costs.  Investors'  risks  are 
raised,  for  example,  by  uncertainty  in  tax  and/or  regulatory  policy,  and  by 
insecurity  in  the  enforcement  of  contracts  and  agreements.  Investors'  costs 
can  be  raised  by  governmental  actions  such  as  hiring  policies  designed  to 
shield  certain  workers  from  competition,  inadequate  provision  of  public 
services  (roads,  water  systems,  and  waste  disposal  facilities,  etc.),  high 
taxes,  or  rules  that  change  with  every  new  administration.  More  subtly, 
investors'  returns  can  be  squeezed  by  delays,  legal  hurdles,  and  political 
infighting 

Tliis  is  not  to  say  that  tribes  should  never  tax,  should  never  encourage 
hiring  certain  kinds  of  workers,  or  should  provide  every  public  service  an 
enterprise  demands.  Nevertheless,  it  must  be  recognized  that  the  power  to 
govern  can  be  the  power  to  transfer  wealth,  at  investors'  expense,  to  those 
who  govern.  Insisting  on  employment  for  the  chair's  supporters,  dipping 
into  the  cash  reserves  of  the  tribal  enterprise  to  fund  a  popular  project,  or 
changing  lease  or  royally  terms  in  midstream — these  kinds  of  actions  can 
di.scourage  investment  and  effort  to  the  point  that  they  shrink  the  reserva- 
tion economic  pie.  They  thus  work  unambiguously  against  the  tribal 
public's  interest  in  a  healthy  economy. 

The  results  are  doubly  destructive  when  the  prospect  of  being  on  the 
lucrative  receiving  end  of  such  actions  encourages  individuals  to  invest 
their  time,  effort,  and  capital  in  wealth-destroying  governmental  activities. 
We  have  only  to  look  at  the  staggering  economies  of  Eastern  Europe  to  see 
how  development  is  blocked  when  the  goal  of  a  country 's  hardest  working 
and  most  capable  individuals  is  to  become  a  bureaucrat,  when  enterprise 
managers'  incentives  are  to  keep  themselves  in  the  good  graces  of 
politicians,  and  investment  capital  flees  at  the  first  opportunity. 

The  central  problem  is  to  create  an  environment  in  which  investors — 
whether  tribal  members  or  outsiders — feel  secure,  and  therefore  are  willing 
to  put  energy,  time,  and  capital  into  the  tribal  economy.  The  successful 
tribes  we  see  have  solved,  in  one  way  or  another,  two  critical  aspects  of  this 
problem. 

( I )  The  Separation  and  Limitalion  of  Powers:  Who  Controls  What? 
As  the  foregoing  suggests,  all  societies  face  the  problem  of  preventing 
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those  who  exercise  the  legitimate  powers  of  govemmeni  from  using  ih;it 
power  to  transfer  wealth — or  additional  power — to  themselves.  Ttie  use  of 
government  for  personal  gain  can  take  place  either  through  direct  (though 
often  hidden)  taking  of  funds  or  authority,  or  through  the  hiasing  of  laws, 
rules,  and  regulations  so  as  to  favor  the  interests  of  those  in  authority.  This 
activity  is  socially  destructive.  Where  government  is  viewed  largely  as  a 
.source  of  power  or  wealth,  many  of  a  society's  best  and  brightest  people 
will  devote  their  energy  and  talent  to  seeking  government  favors.  But  such 
investments  of  energy  and  talent  add  nothing  to  a  society's  prcHluciivc 
output.  In  fact,  they  discourage  productive  investment:  Investors  will  not 
step  forward  with  their  dollars  or  their  energy  if  they  suspect  that  ihcir 
investment  is  going  largely  to  the  enrichment  of  other  people. 

The  problem  is  to  limit  the  role  of  those  in  power  to  thai  of  "third  party" 
enforcer — the  third  party  that  referees  and  enforces  the  nilcs  of  the  game — 
rather  than  a  self-interested  primary  party  in  disputes  and  decisions  over  the 
use  of  a  society's  resources.  Around  the  world,  from  the  United  Slates  to 
Korea  to  the  Philippines  to  Zaire,  success  at  this  task  stands  out  as  a  make- 
or-break  characteri.stic  distinguishing  those  sovereign  nations  that  have 
been  able  to  develop  economically  from  those  that  have  not.'** 

This  is  as  true  in  Indian  Country  as  it  is  anywhere  else.  Too  often,  for 
example,  those  with  claims  against  either  the  tribe  as  a  whole  or  other  tribal 
members  can  appeal  only  to  the  tribal  council.  Without  constitutional 
checks  and  balances,  such  as  an  independent  judiciary  of  some  sort,  tribal 
politicians  are  in  a  position  to  turn  authority  into  personal  power  or  gain 
Such  conditions  di.scourage  investment  because  potential  claimants  sec 
little  chance  of  fair  adjudication  of  their  claims. 

Therangeof  attempted  tribal  solutions  to  the  problem  of  limiting  and 
allocating  governmental  power  is  broad.  While  many  tribes  have  weak 
judicial  branches  in  which  judges  serve  largely  at  the  pleasure  of  the  trib;il 
council  and  their  decisions  are  subject  to  council  or  even  chair  reversal. 
several  tribes  have  formed  strong,  effectively  independent  judiciaries  (sec 
the  chapter  by  Andrea  Skari  in  this  volume).  In  such  casesjudges  typically 
are  appointed  by  the  tribal  council  but  are  not  subject  to  direct  council 
control,  have  terms  of  office  longer  than  those  of  council  members,  can  ho 
removed  only  for  gross  improprieties,  and  have  the  power  lo  resolve 
disputes.  The  Rathead  Reservation  has  such  a  system,  with  the  hinher  I  wisi 
that  appeals  of  tribal  court  decisions  arc  made  not  to  the  tribal  council  biii 
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to  an  independent  intertribal  judicial  board. 

Both  Yakima  and  Rosebud  have  experimented  with  Uibal  ethics 
boards  empowered  to  review  grievances  against  politician  and  bureaucrat 
behavior.  At  Rosebud,  board  members — usually  elders — are  chosen  by  the 
tribal  council  on  the  basis  of  their  "wisdom,  integrity,  and  knowledge  of 
Lakota  culture."^"  Those  with  grievances  can  appeal  to  the  board,  which 
hears  cases  in  confidence  and  then  makes  recommendations  to  the  council. 
The  board  has  little  formal  power  beyond  its  carefully  guarded  reputation 
for  disinterested  action,  but  that  has  been  sufficient  to  give  it  decisive 
impact  in  a  number  of  cases. 

A  third  solution  is  the  submission  of  claims  to  outside  adjudication 
through  limited  waivers  of  sovereign  immunity  or,  since  many  tribes  are 
reluctant  to  make  such  waivers,  third-party  arbitration.  Finally,  tribes  can 
depend  on  .strict  constitutional  delineations  of  powers  or,  in  rare  cases  such 
as  Cochiti  Pueblo,  on  informal,  culturally  based,  but  powerful  rules  to 
control  what  those  in  power  do.  But  whatever  the  mechanism  a  tribe 
employs,  its  effectiveness  requires  the  support  of  sufficient,  and  suffi- 
ciently infiuential,  tribal  members. 

At  Mescalero  Apache  and  White  Mountain  Apache,  for  example,  there 
are  su-ong  chief  executive  forms  of  tribal  government  supported  by  a 
mixture  of  the  rule  of  law  and  the  rule  of  custom.  Single,  often  charismatic 
individuals  effectively  hold  and  exercise  much  of  the  power  in  iJie 
governing  system,  but  within  limits  that,  to  one  degree  or  another,  restrict 
self-serving  behavior.  These  limits  come  from  the  formal  (constitutional) 
organization  of  government,  backed  up  by  the  kinds  of  culturally  rooted 
standards  and  expectations  regarding  the  appropriate  behavior  of  leaders 
and  the  legitimate  powers  of  centralized  government  that  we  have  dis- 
cussed abovc.^' 

We  find  a  sharp  contrast  at  Crow,  which  operates  under  a  constitution- 
ally based,  general  council  form  of  government.  The  general  council — the 
legislature — consists  of  all  voting-age  tribal  members  (and  thereby  has  a 
membership  in  the  thousands).  This  council  is  virtually  unlimited  in  its 
authority  over  the  structure  and  powers  of  tribal  government,  and  bears 
little  resemblance  to  prereservation  forms  of  Crow  governance,  in  which 
authority  was  minimally  organized  through  kinship  relations,  particularly 
(he  clan  system,  the  policing  powers  of  warrior  societies,  and  relatively 
weak  executives."  At  Crow  today  there  are  no  formal  separations  of  power. 
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no  checks  and  balances.  The  result  is  "winner  take  ail"  politics  in  which  the 
power  to  control  a  quarterly  council  meeting  is  the  power  to  command 
virtually  all  disposable  resources  (e.g.,  tribal  government  jobs  and  budgets 
in  a  setting  that  effectively  lacks  any  private  sector  alternatives).  Individual 
leaders  have  little  incentive  to  invest  in  other  than  the  patronage  of  their  own 
political  factions,  at  the  expense  of  longer-term  Uibal  interests  in  economic 
well-being  and  social  and  political  sovereignty.  The  consequence  is  an 
environment  in  which  the  tribe  has  extreme  difficulty  in  attracting  and 
keeping  investment  and  employment  opportunities,  has  a  governmental 
bureaucracy  that  is  paralyzed  in  its  ability  to  carry  out  day-to-day  admin- 
istration, and  has  experienced  occasionally  dramatic  social  and  political 
breakdown. 

The  Flathead  case  illustrates  a  more  successful  approach  to  the 
problem  of  effectively  allocating  and  limiting  governmental  power.  Tlic 
reservation  is  home  to  an  amalgam  of  tribes  with  weak  prereservalion 
histories  of  political  association.  It  operates  under  a  constitutional  parlia- 
mentary system  with  a  strong  legislature  (the  tribal  council)  and  a  relatively 
weak  chief  executive.  The  chair  is  selected  by  the  popularly  elected 
parliamentary  representatives  (the  council)  from  among  their  members, 
rather  than  being  elected  by  the  tribal  membership.  In  this  way  power  is 
shared  among  people  with  no  tradition  of  consolidating  power  in  a  single 
authority.  As  noted,  Flathead  also  has  an  effectively  separate  (i.e.,  profes- 
sional and  legislatively  protected)judiciary. The  result  is  a  system  of  formal 
separations  of  powers,  complete  with  "checks  and  balances." 

Both  this  reliance  on  formal  control  of  governmental  power  at  Flathead 
and  the  general  council  at  Crow  are  in  sharp  contrast  to  the  theocracy  (if 
Cochiti  Pueblo.  Cochiti  has  no  written  constitution  or  legal  codes,  but  relics 
instead  on  culture-based,  religious  limits  on  seif-inleresled  behavior  on  (he 
part  of  political  leaders,  and  a  well-defined  separation  of  powers.  These  arc 
embodied  in  the  formal  institution  oUhc  cociqiie,  the  chief  religious  leader 
of  the  tribe,  who  selects  the  primary  tribal  executive  officials  each  year, 
including  the  govemor  of  Ihe  pueblo,  but  has  no  direct  authority  inday-lo 
day  tribal  operations."  Cochiti's  relative  economic  success  (see  Tabic  I ) 
and  the  apparent  sustainability  of  its  major  development  efforts  indic;ik- 
that  this  approach  works,  at  least  for  Cochiti.  Indeed,  the  conirasi  wiifi 
Flathead's  govemmcnt  illustrates  the  cnicial  p<iint  that  all  tribes  face  ihc 
same  problem  of  limiting  self-serving  behavior  on  the  part  of  tribal  leaders. 
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TMiLE  3 

Contributions  of  Alternative  Governmental  Forms  to 

Reservation  Employment  Levels 


,„         ,                Parliamenlary                   Sirong  Chief 
General  Council                      .                                   _    " 

System                          Execuiive 

No  Indcpendeiil 
Judiciary 

- 

10.8% 

14.9% 

Independent 
Judiciary 

5  0% 

15  8% 

19  9% 

Notes:  I    Ccnerol  Ct^i/;i<i7 places  all  voting  tnbal  members  on  the  tribal  council  (legislature). 

Hdrliaiiieiilary  System  has  a  representative  tribal  council  which  itself  elects  the  tribal 
chair  Irom  among  its  members.  Strung  Chief  £\ecuiive  has  a  representative  tribal 
council  and  a  tribal  chair  with  a  term  of  more  than  2  years,  elected  by  all  voting  members 
of  the  tribe. 

2    Reported  measures  of  contnbul ion  to  employment  are  for  an  otherwise  average  tribe 
(i  e..  with  average  resource  endowment,  educational  attainment,  economic  conditions 
in  surrounding  off-reservation  locale,  etc.).  after  taking  into  account  the  effects  of  such 
factors  on  employment  levels. 
3.   Data  are  for  1989  for  a  sample  of  67  tribes  with  populations  greater  than  600 

Source:  Stephen  Cornell  and  Joseph  P.  Kalt.  "Where's  the  Glue?  Institutional  Bases  of  American 
Indian  Economic  Development,"  Harvard  Project  on  American  Indian  Economic 
IX'vclopment,  Project  Report  Series,  February  1991. 
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but  that  formal  solutions  may  be  very  different  from  tribe  to  tribe. 

On  the  other  hand,  not  just  any  solution  will  do.  The  s(^lutions  tribes 
tum  to  not  only  have  to  be  appropriate  to  tribal  cultures,  they  also  have  to 
work.  Solutions  that  fit  with  indigenous  culture  but  fail  to  constrain  the 
power  of  those  who  govem  will  only  further  undermine  the  possibilities  of 
politically,  socially,  and  economically  successful  development. 

The  importance  of  governmental  structures  is  borne  out  by  available 
systematic  evidence.  In  our  study  of  sixty-seven  tribes  for  which  compa- 
rable data  are  available,  we  found  that  tribes  with  constitutionally  based, 
strong  chief  executive  (i.  e.,  directly  elected,  typically  to  four-year  terms  of 
office)  and  strong  (parliamentary)  legislature  govemments  consistently 
outperform  general  council  govemments.  Moreover,  independent  judicia- 
ries promote  economic  well-being  under  all  types  of  tribal  executive  and 
legislative  systems.  As  shown  in  Table  3,  after  accounting  for  the  influence 
of  other  factors  that  can  affect  development  (such  as  natural  resources, 
educational  attainment,  and  local  market  conditions),  strong  chief  execu- 
tive govemments  outperform,  to  some  degree,  strong  legislature  govem- 
ments. Both  forms  of  government  account  for  at  least  a  10  percent 
improvement  over  general  council  systems.  Independent  judiciaries  gen- 
erally improve  tribal  employment  by  an  additional  5  f)ercent.-^ 

(2)  The  Separation  of  Electoral  Politics  from  Day  to- Day  Manage- 
ment of  Business  Enterprises.  A  second,  related  problem  has  to  do  with  the 
direct  role  of  tribal  govemment  in  development  projects.  Tribal  govem- 
ments play — and  should  play — a  critical  role  in  tribes'  strategic  decision- 
making. It  is  appropriate  that  strategic  decisions  regarding  the  disposition 
of  reservation  resources  and  the  character  of  reservation  life  be  brought  into 
the  political  arena.  Tuming  a  reservation  mountainside  into  a  ski  resort  or 
amine,  inviting  IBM  or  the  Department  of  Defense  onto  the  reservation — 
these  decisions  rightly  are  topics  for  political  debate. 

This  does  not  mean,  however,  that  tribal  govemments  should  make  all 
or  even  a  significant  number  of  the  day-to-day  business  decisions  on 
reservations.  This  is  not  always  an  easy  pill  for  tribal  governments — or  any 
other  govemments — to  swallow,  particularly  on  reservations  with  tribally 
owned  businesses.  After  all,  the  enterprises  arc  the  properly  of  the  people; 
shouldn't  the  people's  representatives — the  politicians — have  a  direct  say 
in  how  business  is  mn?  Unfortunately,  although  this  argunicnl  has  some 
appeal,  the  reality  is  that  it  can  only  be  made  in  the  shoii  nin  In  ihe  long  nin. 
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inserting  polilics  into  day-to-day  business  decisions  invariably  undermines 
efficiency  and  productivity,  saps  the  resources  of  the  organizations,  and 
runs  tribal  enterprises  into  the  ground. 

The  priniary  economic  task  of  a  nation's  government  is  not  to  make 
day-to-day  business  decisions,  but  to  create  and  sustain  an  appropriate 
economic  environment  for  that  nation,  to  lay  in  place  the  rules  of  the  game 
that  economic  players  then  follow,  and  to  make  strategic  decisions  about 
the  overall  direction  development  should  take.  T^is  is  true  from  the  United 
States  to  Poland  or  Japan,  and  from  the  Passamaquoddy  Reservation  to  the 
Northern  Cheyenne. 

For  the  tribe  seeking  economic  development,  however,  day-to-day 
decisions  on  how  to  run  a  business  are  another  matter:  whom  to  hire  at  the 
tribal  store,  how  many  elk  to  take  in  the  fall  hunt,  how  to  manage  the  payroll 
at  the  manufacturing  plant.  In  fact,  keeping  tribal  governments  focused  on 
strategic  issues  and  out  of  the  day-to-day  affairs  of  reservation  businesses 
is  one  of  the  keys  to  sustainable  development.  A  staple  of  storytelling  in 
Indian  Country  has  to  do  with  political  interference  in  business  activity. 
Over  and  over  one  hears  of  voided  leases,  hired  or  fired  cousins,  politicized 
management,  and  enterprises  drained  of  funds  by  tribal  council  interfer- 
ence. Such  problems  are  not  unique  to  Indian  Country — witness  Chicago 
or  Boston,  or  the  Philippines  or  Mexico,  where  the  politics  of  patronage  and 
personal  aggrandizement  have  memorable  histories.  While  the  details  vary 
across  reservations  and  other  societies,  their  consequences  are  depress- 
ingly  similar:  costs  are  raised  and  competitiveness  reduced;  earnings  are 
dissipated  and  capital  is  not  replenished;  investors  fear  being  held  hostage 
to  politics  and  turn  away.  In  a  highly  competitive  worid,  there  simply  is  no 
cushion  to  absorb  costs  that  are  higher  than  they  have  to  be,  production  that 
is  less  efficient  than  it  can  be,  orquality  that  is  lower  than  customers  can  find 
elsewhere. 

Successful  business  enterprises  in  Indian  Country,  whether  private  or 
tribally  owned,  are  typically  distinguished  by  the  insulation  of  their  day-to- 
day affairs  from  political  interference.  In  those  cases  where  there  is  a  strong 
private  sector  on  the  reservation  (such  as  at  Flathead)  one  of  the  keys  is  a 
capable,  independent  tribal  judicial  system  that  can  uphold  contracts, 
enforce  stable  business  codes,  settle  disputes,  and.  in  effect,  protect 
businesses  from  politics.  In  some  cases  where  tribes  have  attracted  large 
outside  investors  to  the  reservation,  enterprises  are  effectively  insulated 
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from  political  interference  by  formal  agreements  between  the  investors  and 
the  tribes,  backed  up  by  provisions  for  third-party  arbitration  and/or  limited 
waivers  of  sovereign  immunity  (i.  e.,  subjection  to  an  outside  court). 

Where  businesses  are  tribally  owned,  it  is  more  difficult  to  separate 
day-to-day  enterprise  management  from  politics,  but  the  problem  can — 
and  must — be  solved.  Table  4  shows  the  results  of  a  survey  of  the  tribally 
owned  businesses  of  eighteen  tribes.  As  of  1990,  these  tribes  owned  a 
combined  total  of  seventy-three  enterprises,  covering  a  wide  range  of  si7es 
and  activities,  from  agriculture  to  manufacturing.  A  total  of  thirty-nine  of 
these  enterprises  were  identified  by  their  respective  tribal  leaders  as  being 
insulated  formally  from  tribal  politics,  typically  by  a  managing  board  of 
directors  and  corporate  charter  beyond  the  direct  control  of  individual 
counciJ  members  and  the  tribal  chair.  Some  of  these  enterprises  were  operating 
profitably;  others  were  losing  money.  However,  the  odds  that  an  indep>en- 
dently  managed  tribal  enterprise  was  profitable  were  almost  seven  to  one. 
On  the  other  hand,  the  odds  that  a  tribal  enterprise  that  was  not  insulated 
from  tribal  politics  was  profitable  were  only  1 .4  to  one  (see  Table  4). 

The  ways  that  tribally  owned  enterprises  can  be  insulated  effectively 
from  politics  vary.  Those  now  apparent  in  Indian  Country  range  from 
culture-based  separations  of  powers  and  limits  on  self-interested  behavior, 
as  at  Cochili  Pueblo,  to  constitutional  or  legal  limits,  as  at  Mescalero 
Apache.  In  recent  years  a  number  of  tribes — for  example,  Salish-Kootenai, 
Lummi,  Cochiti — have  put  together  their  own  development  corporations 
to  manage  tribal  enterprises.  The  successful  ones  place  such  management 
in  the  hands  of  appointed  boards  of  directors  that  are  accountable  to  the 
tribal  council  in  the  long  run,  but  are  genuinely  independent  of  it  in  the  day- 
to-day  management  of  business  op)erations.  Certainly  the  success  of  such 
operations  still  depends  on  a  host  of  other  factors,  such  as  skilled  personnel 
and  adequate  markets,  but  through  such  corporations  uibes  can  insulate 
their  enterprises  from  politics  and  allow  them  to  go  about  the  business  of 
creating  wealth  and  opportunity.  (A  prototypical  tribal  development  corpo- 
ration is  described  in  detail  in  Michael  Cameron's  chapter  in  this  volume.) 

As  these  examples  illustrate,  and  as  we  stressed  above,  the  solution  lies 
in  effective  institutions.  These  institutions  need  not  all  be  alike — they 
almost  certainly  will  not  be — but  each  tribe  has  to  find  ways  to  minimize 
the  impact  of  politics  on  day-to-day  business  affairs.  Of  course,  designing 
effective  institutions  is  not  easy.  Tribal  councils  are  reluctant  to  give  u[) 
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Table  4 

Profitability  of  Tribal  Enterprises  in  18  Tribes: 

Independent  v.  Council-Controlled  Management 


Irldcpendcnl                  Council-conlrolled 

Proniable 

34 

20 

Nol  Proniable 

5 

14 

Odds  of  Prontability 

6.8  lo  1 

1.4  lo  1 

Source:        Sclf-rcponed5iurvcy  of  1 8  Iribal  chairs.  Senior  Executive  Education  Program  forTnhal 
Ixadcr^,  College  of  Business.  Northern  Arizona  University.  Ragstaff,  Arizona,  June 
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direct  supervision  of  tribal  enterprises  or  direct  control  of  (he  investment 
environment.  This  is  understandable.  Such  control  gives  council  members 
a  great  deal  of  power.  Outstanding  individuals  may  exercise  that  f>ower 
wisely,  but  in  fact  it  weakens  the  tribe  over  the  long  run  by  creating  a 
situation  in  which  development  success  depends  on  the  character  of 
individual  leaders.  Who  knows  whether  the  next  individual  chosen  for  that 
position  will  be  as  good?  If  the  society  could  count  on  always  choosing 
leaders  with  sufficient  integrity  and  wisdom  to  manage  tribal  businesses  in 
ways  that  ultimately  serve  both  the  public  interest  and  the  interests  of 
investors,  this  would  hardly  be  a  problem.  But  few — if  any — societies  in 
the  world  have  managed  to  put  together  such  a  record.  Given  the  diversity 
of  individuals  in  the  world  and  the  unpredictability  of  free  citizen  selection 
of  leaders,  institutions  become  the  necessary  insurance  that  the  tribal 
interest  will  be  protected. 

Traditionally,  most  Indian  tribes  had  institutional  solutions  to  these 
problems.  In  many  uibes,  for  example,  war  or  hunt  leaders  and  peace 
leaders  were  not  the  same.  Responsibility  for  the  day-to-day  management 
of  food  procurement  or  warfare  lay  in  the  hands  of  persons  special  ly  chosen 
and  qualified  for  those  tasks,  and  vested  with  adequate  authority  to  carry 
them  out.  Interference  in  their  decisions,  even  by  individuals  with  substan- 
tial status  and  power,  was  not  tolerated.  On  the  other  hand,  longer-term 
decision-making  about  the  society's  welfare — essentially  su^tegic  man- 
agement— lay  in  the  hands  of  often  more  senior  individuals  who,  because 
of  their  accumulated  wisdom,  were  trusted  to  interpret  and  protect  the 
collective  interest  over  the  long  run.  While  the  variation  among  uibes  was 
substantial,  many  displayed  little  of  the  concentration  of  power  across 
diverse  activities  that  we  see  in  many  tribal  govemments  today."  But 
whatever  their  specific  form,  these  were  formal  institutional  solutions  to 
management  and  leadership  problems,  even  if  they  were  never  written 
down  in  constitutions  and  the  like.  Today  the  details  of  the  problems  have 
changed  and  the  institutional  solutions  may  be  different,  but  the  fundamen- 
tal issue — how  to  create  an  environment  in  which  investors,  including 
tribal  members,  feel  secure — is  essentially  the  same. 

By  developing  institutional  solutions  that  can  effectively  solve  prob- 
lems and  that  fit  each  tribe's  cultural  standards,  tribes  can  create  an 
environment  in  which  development  has  the  support  of  the  institutions 
themselves  and  is  less  dependent  simply  on  the  quality  of  the  ()C()p!e 
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currenlly  in  office.  In  doing  so,  tribes  in  fact  increase  their  power:  the  power 
to  attract  investment,  to  pursue  distinctive  tribal  goals,  and  to  exercise  their 
sovereignty  in  meaningful  ways. 

C.  Choosing  Effective  Development 
Strategies 

Once  armed  with  effective  institutions  of  self-government,  the  strategic 
decision-making  that  tribes  must  engage  in  takes  two  primary  forms.  First, 
it  is  most  prominently  tribal  governments  that  make  key  decisions  regard- 
ing such  matters  as  the  extent  of  public  and  private  ownership  on  the 
reservation,  the  type  and  form  of  business  law,  regulation  and  taxation,  and 
the  provision  of  basic  social  services  such  as  education  and  law  enforce- 
ment. These  decisions  constitute  a  tribe's  economic  development  policy 
and  establish  its  basic  economic  system. 

Second,  as  a  primary  arbitrator  of  public  opinion,  it  falls  on  tribal 
government  to  make  and  implement  key  choices  regarding  investment  of 
a  reservation's  land,  water,  and  environmental  resources:  Should  we  offer 
this  lease  to  a  non-Indian  manufacturer?  Should  we  turn  that  mountain  into 
a  ski  resort?  Is  a  gambling  casino  right  for  this  tribe?  Should  we  offer 
commercial  hunting  of  our  wildlife?  and  so  on.  In  answering  these  kinds  of 
questions,  whether  thoughtfully  or  by  default,  tribal  government  controls 
a  reservation's  economic  development  activity. 

A  tribe's  choices  over  economic  system  and  development  activity  are 
strategic  choices  in  the  sense  that  they  determine  the  overall  kind  of 
development  that  the  reservation  will  try  to  initiate  and  sustain.  They  set  the 
development  direction  for  the  tribe. 

1.  Economic  System 

The  kinds  of  institutions  we  have  described — constitutions,  courts,  capable 
bureaucracies,  management  boards — provide  a  base  on  which  to  build 
toward  successful  development.  But  what  kind  of  development  policy 
should  these  institutions  support?  What  kind  of  economic  system  should  a 
tribe  adopt?  Who  should  be  the  primary  actors  on  the  development  stage? 
Four  major  models  are  emerging  in  Indian  Country  in  answer  to  these 
questions.  The  critical  issue  is:  How  well  does  each  model  fit  the  particular 
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set  of  internal  and  external  conditions  (of  the  type  presented  in  Table  2)  that 
a  tribe  faces? 

(1)  Federal  control.  Federal  control  is  the  default  mode  of  tribal 
economic  organization  and  historically  the  most  common.  This  is  what 
happens  if  tribes  are  unable  to  assert  control  over  development.  In  other 
words,  this  is  what  happens  in  the  absence  of  sovereignty  and  the  institu- 
tions needed  to  back  it  up.  The  federal  control  model  typically  means  that 
the  BIA  is  the  real  decision-maker  when  it  comes  to  deciding  what 
investments  to  undertake  and  what  activities  to  pursue.  It  also  means  the 
BIA  usually  has  to  pick  up  the  pieces  when  enterprises  fail.  In  fact,  this  is 
what  makes  it  occasionally  attractive  to  tribes. 

Federal  control  can  also  be  attractive  to  tribes  because  of  the  imme- 
diacy of  their  needs  for  income  and  employment.  In  the  case  of  a  relatively 
small  tribe  such  as  the  Hualapai  of  Arizona  (population  just  over  I, (XX)), 
federal  projects  and  monies  may  be  enough  to  employ  a  large  fraction  of 
the  tribe.  But  the  result  is  thdt  the  Hualapai  are  unusually  dependent  on 
govemment  employment;  according  to  the  last  available  United  Slates 
census  data  (1980),  89  percent  of  the  civilian  jobs  at  Hualapai  are  in  the 
public  sector.  Tribal  members  and  officials  repeatedly  express  their 
dissatisfaction  with  this  dependence. 

Given  tribal  goals  of  political  and  social  sovereignty,  the  federal 
control  model  is  almost  always  radically  inappropriate.  It  also  is  typically 
unproductive  in  economic  terms:  The  historical  lack  of  progress  in  reser- 
vation economies  is  in  part  at  least  a  direct  consequence  of  nontribal 
control.  This  is  true  at  both  the  level  of  individual  programs  and  of  tribes' 
overall  development  efforts.  At  the  program  level,  for  example,  Matthew 
Krepps  reports  in  his  chapter  in  this  volume  that  shifting  10  percent  of  the 
forestry  labor  force  from  BIA  control  to  tribal  control  under  Public  Law  638 
could  increase  the  average  timber  tribe's  revenues  by  $60,000  per  year. 
Shifting  from  the  current  average  level  of  tribal  control  (about  20-40 
percent)  of  the  workforce  to  total  tribal  control  could  increase  the  pro<hic- 
tivity  of  reservation  forests  by  as  much  as  45  percent.  At  the  overall  tribal 
level,  the  history  of  sustained  development  at  White  Mountain  Apache, 
Rathead,  Mescalero,  Mississippi  Choctaw,  Passamaquoddy,  and  Cochili 
can  be  traced  directly  to,  among  other  things,  the  emergence  of  non-BlA 
leadership  able  and  willing  to  lake  real  control  of  tribal  economic  affairs  ■'' 

The  story  of  the  While  Mountain  Apaches  is  representative.  As  cm 
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many  reservations,  for  decades  the  BIA  was,  in  effect,  the  reservation 
government.  The  local  BIA  superintendent  routinely  sat  beside  the  tribal 
chairman  during  tribal  council  meetings,  and  the  council  looked  to  the 
superintendent  for  direction  on  the  most  important  decisions.  The  sale, 
lease,  and  disposal  of  tribal  resources  was  largely  in  the  hands  of  federal 
officials.  The  impressive  recent  development  history  of  White  Mountain 
Apache  had  its  beginnings  in  the  late  1960s  when  the  tribe  took  control  of 
its  own  affairs,  excluded  the  BIA  superintendent  from  council  meetings, 
and  precipitated  an  armed  showdown  in  which  the  tribe  took  control  of 
important  reservation  land  leases  away  from  the  federal  government. 

The  federal  government  itself  has  begun  to  push  tribes  away  from  the 
federal  control  model.The  transfer  of  economic  control  to  tribes  (through, 
for  example.  Public  Law  638  contracting)  is  paying  net  positive  divi- 
dends.-'The  niA  has  launched  a  tribal  self-governance  project  intended  to 
transfer  virtually  all  former  BIA  management  functions  lo  tribes  under 
what  amounts  to  a  block  grant  to  tribal  governments.  A  block  grant 
approach  to  federal  assistance  is  a  much  needed  step  in  Indian  affairs, 
replacing  federal  determination  of  what  types  of  projects  tribes  should 
pursue  with  tribal  determination,  backed  by  federal  investment.  Systematic 
block  grants  to  tribes  would  allow  tribal  control  without  pulling  the  plug  on 
assistance  dollars.  Block  grants  of  base  funding  would  allow  tribes  to 
stabilize  their  own  tribal  bureaucracies  and  the  provision  of  basic  infra- 
stmcturc  and  government  services.  They  also  would  promote  better 
decision-making  by  bringing  the  opportunity  costs  of  tribal  government 
actions  to  bear  more  directly  on  tribal  politicians.  A  dollar  from  the  block 
grant  spent  on,  for  example,  hiring  more  administrative  personnel  would 
mean  one  less  dollar  available  to  invest  in  the  tribal  forest.  When  the  grants 
that  tribes  pursue  are  program  specific  (a  housing  grant,  a  capital  invest- 
ment grant,  etc.),  this  discipline  is  weakened. 

(2)  Tribal  enterprise.  In  this  model  the  tribe  itself  is  the  develofjer.  It 
owns  and  operates  a  set  of  tribal  enterprises  and  manages  the  development 
of  its  own  resources.  One  of  the  strengths  of  this  model  is  that  it  takes  full 
advantage  of  the  economic  payoffs  to  tribes'  legal  status.  Tribes  are  exempt 
from  state  and  federal  income  taxes,  empowered  to  levy  their  own  taxes  and 
devise  their  own  business  codes,  and  often  exempt  from  federal  and/or  state 
economic  regulation. 

On  the  other  hand,  both  inside  and  outside  Indian  Country ,  it  is  difficult 
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10  make  government  ownership  of  business  work.  Two  basic  problems 
stand  out.  First  is  the  problem  of  motivating  top  management.  Under 
private  ownership,  business  profits  go  to  stockholders  who,  in  turn,  can  pay 
high  salaries  and  bonuses  to  hardworking  and  successful  managers.  While 
it  is  hardly  uncommon  in  various  parts  of  the  world  for  government  officials 
to  enrich  themselves  through  the  management  of  government-owned 
businesses,  this  has  more  often  happened  through  corruption  than  rewards 
for  honest  labor  It  generally  has  not  been  politically  acceptable  for 
government  officials  to  gain  significantly  off  the  operations  of  businesses 
that  are,  in  effect,  publicly  owned.  Second,  government  ownership  makes 
the  necessary  separation  of  politics  from  day-to-day  business  management, 
discussed  above,  difficult  to  achieve. 

These  problems  can  be  solved.  As  far  as  tribally  owned  businesses  are 
concemed,  the  voting-age  members  of  a  tribe  are  the  effective  stockholders 
in  tribal  enterpri.;es.  For  most  tribes,  the  number  of  these  stockholders  is 
small  (compared  to  the  number  of  stockholders  in  a  major  corf)orat  ion),  and 
the  access  to  Uibal  politicians  is  notably  personal.  As  a  result,  tribal 
politicians  can  be  made  to  feel  the  heat  and  become  motivated  to  serve 
stockholders'  interests.  Generously  compensating  top  management  so  as 
to  keep  motivation  high  between  elections,  on  the  other  hand,  can  be  more 
difficult,  particularly  in  tribes  where  cultural  values  fail  to  support  a  system 
in  which  individual  members,  even  those  with  top  management  responsi- 
bility, can  get  personally  wealthy  off  of  tribal  resources.  When  top 
management  and  a  high  level  of  motivation  can  only  be  had  at  a  high  price, 
some  tribes  have  solved  this  problem  by  turning  to  nonlribal  members 
(Indian  or  non-Indian)  to  fill  key  positions. 

But  the  number  one  problem  for  tribal  enterprises  is  separating  politics 
from  day-to-day  business  affairs.  As  we  look  at  cases  where  tribal  owner- 
ship of  enterprises  appears  to  work  well,  we  find  that  at  least  one  of  two 
conditions  usually  has  been  met.  Either  the  tribe  has  set  up  independent 
boards  (of  the  kind  described  above)  to  manage  tribal  enterprises,  and/or  the 
tribe  has  a  strong  chief  executive  form  of  government. 

Independent  management  boards,  as  noted  above,  insulate  top  man- 
agement decisions  from  political  pressure.  They  also  provide  cover  for 
tribal  leaders,  who  are  frequently  under  pressure  from  constituents  to 
redistribute  Unbal  resources  such  as  jobs  and  profits.  It  is  much  easier  for  a 
tribal  leader  to  resist  such  pressures,  particularly  those  that  involve  direct 
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kinship  relations,  if  he  or  she  is  prevented  constitutionally  from  compli- 
ance. For  example:  "I  can't  help  you  get  a  job  at  the  tribe's  factory  because 
I'm  a  tribal  council  member,  not  a  manager  at  the  factory,  and  have  no 
control  over  hiring.  You'll  have  to  apply  at  the  personnel  office  along  with 
everyone  else." 

The  strong  chief  executive  fits  tribal  ownership  best  because  it 
concentrates  accountability  and  streamlines  decision-making.  In  Indian 
Country  as  elsewhere,  decision-making  by  committee,  whether  of  a 
relatively  few  persons  (as  in  a  parliamentary  council)  or  by  literally 
hundreds  or  even  thousands  (as  in  the  general  council)  is  a  poor  way  to  run 
an  enterprise  on  a  day-to-day  basis. 

Of  course  neither  the  strong  chief  executive  form  of  government  nor 
independent  management  boards  guarantee  that  tribally  owned  businesses 
will  be  either  free  of  politics  (or  successful  as  businesses).  These  governing 
institutions  have  to  have  the  support  of  the  "stockholders."  Tliey  have  to  be 
backed  up  by  cultural  standards  that  make  them  legitimate  in  the  eyes  of  the 
people;  otherwise,  they  are  as  likely  as  any  others  to  be  corrupted  over  time. 

What  cultural  standards  would  make  a  tribe  a  good  candidate  for  tribal 
ownership  of  enterprises  and  for  the  institutions  that  are  needed  to  make  it 
work?  It  appears  that  one  requirement  is  support  for  centralized  forms  of 
political  authority.  Is  the  typical  tribal  member's  primary  loyalty  to  the 
tribe?  Or  is  it  to  some  subdivision  within  the  tribe,  such  as  a  local 
community,  a  district  organization,  or  a  clan?  The  difference  appears  to  be 
part  of  tlie  explanation  for  why  tribal  ownership  has  been  relatively  more 
successful  at  Cochiti,  White  Mountain  Apache,  Mescalero,  and 
Muckleshoot,  and  relatively  less  successful  at  San  Carlos  Apache,  Pine 
Ridge>  and  Rosebud.  The  contrast  between  San  Carlos  on  the  one  hand  and 
Mescalero  and  White  Mountain  Apache  on  the  other  illustrates  the  point. 
It  is  striking  how  the  central  tribal  government  and.  in  particular,  the  tribal 
chair,  appear  to  represent  focal  points  and  even  embodiments  of  Apache 
ideals  and  identity  at  Mescalero  and  White  Mountain  Apache.  In  contrast, 
at  San  Carlos  a  history  of  tribal  mixing  and  of  extreme  military  and 
administrative  subjugation  by  federal  authorities  appears  to  have  resulted 
in  much  less  cohesion  at  the  tribal  level,  and  much  less  success  with  the 
tribal  enterprise  model." 

Further  evidence  comes  from  the  Pine  Ridge  and  Rosebud  Sioux 
reservations.  Both  groups  show  strong  adherence  to  Sioux  values  that 
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continue  to  support  the  long  historical  traditions  of  local  authority  and 
independence  rooted  in  kinship  units  (tiyospayes)  and  in  the  original  band- 
based  settlement  patterns  on  these  reservations.  Despite  the  fact  that  the 
IRA  constitutions  under  which  both  tribes  operate  closely  parallel  the 
White  Mountain  and  Mescalero  constitutions,  centralized  tribal  govern- 
ment is  relatively  ineffectual  for  reasons  discussed  above.  This  is  particu- 
larly true  when  it  comes  to  owning  and  operating  businesses  and  making 
decisions  about  tribal  resources.  Both  tribes  are  candidates  for  an  economic 
system  based  on  something  other  than  tribal  enterprise. 

Even  in  tribes  with  strong  cultural  support  for  centralized  government, 
the  institutionsofastrongchiefexecutive  and/or  independent  management 
boards  have  to  be  seen  by  the  people  as  legitimate.  Independent  manage- 
ment boards,  for  example,  require  cultural  acceptance  of  the  delegation  of 
authority.  A  tribe  in  which  it  is  every  citizen's  right  to  intervene  in  every 
tribal  decision,  including  the  business  decisions  of  tribal  enterprises,  is 
unlikely  to  be  able  to  set  up  and  maintain  independent  management  boar.ds. 
An  effective,  strong  chief  executive  (tribal  chair  or  president),  meanwhile, 
must  have  the  ability  to  make  tough  decisions  and  the  authority  to  make 
them  stick.  This  will  not  happen  if  his  or  her  right  to  make  such  decisions 
is  constantly  questioned,  or  if  each  decision  becomes  a  political  crisis. 

Of  course,  the  downside  of  centralized  authority  is  the  risk  of  corrup- 
tion, or  the  possibility  that  decisions  can  be  turned  somehow  to  the  personal 
benefit  of  the  chief  executive.  Therefore,  an  effective  chief  executive 
system  is  one  in  which  the  office  cairies  a  great  deal  of  authority  to  make 
decisions  that  are  in  the  interests  of  the  tribe 's  citizens,  but  no  authority  to 
make  decisions  that  only  promote  the  executive's  interests.  This  kind  of 
cultural  "contract"  between  citizens  and  leaders  holds  the  chief  executive 
to  a  high  standard:  lots  of  f)ower,  but  power  tliat  is  easily  lost  at  the  first  sign 
of  corruption  or  pettiness. 

(3)  Private  (Micro)  Enterprise  with  Tribal  Member  Ownership.  Tliis 
strategy  sets  up  an  economic  system  based  on  the  individual,  family,  or 
small  group  entrepreneurship  of  tribal  members.  In  the  face  of  the  scarcity 
of  capital  in  Indian  hands,  it  envisions  a  reservation  economy  consisting 
primarily  of  small  businesses  ("microenlerprises")  that  are  started,  owned, 
and  operated  as  private  businesses,  serving  either  local  or  export  markets, 
or  both.  A  reservation  microenterprise  system  looks  a  great  deal  like  the 
economy  of  much  of  the  rural  and  small  town  United  Stales,  other  ihiin 
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large-scale  agriculture.  It.recognizes  that  raising  large  amounts  of  capital 
is  inconsistent  with  the  generally  low  levels  of  savings  in  Indian  Country 
and  witii  the  generally  poor  track  record  in  borrowing  funds  for  reservation 
business.  It  calls  on  the  marketplace  to  provide  motivation  and  accountabil- 
ity to  private  tribal  members. 

T>ie  microenterprise  strategy  is  particularly  appropriate  where  cultural 
norms  support  individual  accumulations  of  at  least  modest  wealth;  where 
individual  achievement  is  honored  and  not  cause  for  personal  rejection; 
where  there  is  cultural  resistance  to  the  importation  of  nonmember  man- 
agement that  might  otherwise  be  needed,  at  least  for  a  time,  to  run  large 
enterprises;  where  larger  businesses  that  require  "bosses  and  workers" 
hierarchies  are  incompatible  with  cultural  standards  regarding  who  can  tell 
whom  what  todo;  and  where  people's  political  allegiances  may  not  be  fixed 
on  central  tribal  authorities. 

Microenterprise  is  best  suited  to  retail  services  and  small-scale  manu- 
facturing. It  is  generally  not  well  suited  to  situations  in  which  the  primary 
economic  opportunities  are  in  such  natural  resource  areas  as  mining, 
forestry  (except  for  small-scale  cutting),  and  even  much  of  agriculture 
(where  competition  increasingly  demands  large-scale  enterprises).  Recent 
work  by  organizations  such  as  the  First  Nations  Financial  Project  and  the 
Seventh  Generation  Fund  suggest  that  economic  systems  based  primarily 
on  private  microenterprises  are  well  suited  to  certain  reservations.  An 
example  is  Pine  Ridge,  where  the  lack  of  support  for  a  powerful  centralized 
government  hinders  tribal  enterprise,  and  where  research  indicates  that 
enu-eprcneurial  and  otherproductive  talents  areexercised  extensively  in  the 
informal  sector  of  the  economy,  including  both  money  and  barter  transac- 
tions. According  to  a  1 988  study,  despite  reported  unemployment  rates  on 
the  order  of  70  percent,  as  of  1987,  83  percent  of  Pine  Ridge  reservation 
househglds  participated  in  the  "self-initiated,  home-based  .  .  .  income- 
generating"  activities  of  the  informal  sector;  30  percent  of  households 
received  more  than  half  of  their  income  from  the  informal  sector;  and  24 
percent  of  the  median  household  income  at  Pine  Ridge  came  from  the 
informal  .sector." 

Of  course,  even  in  hospitable  cultural  settings,  an  economic  system 
based  on  private  microenterprise  depends  on  political  institutions  capable 
of  protecting  investors  and  entrepreneurs  from  political  interference  with 
their  capital  commitments,  and  capable  of  enforcing  workable  business 
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codes  and  the  law  of  contract.  Without  courts  and  judges — or  some 
effective  equivalent — that  can  resolve  disputes  in  ways  that  keep  the  rules 
of  the  game  stable  and  free  of  politics,  investors  will  refuse  to  launch 
enterprises.  It  is  no  accident  that  the  reservation  in  our  sample  that  probably 
has  the  most  successful  formal  private  sector  of  microenterprises — 
Rathead — is  also  the  reservation  with  arguably  the  most  fully  developed, 
independent,  and  professional  judicial  system.  At  the  same  time,  it  is  no 
accident  that  the  tribal  judge  at  San  Carlos  Apache  reports  (as  of  1990) 
being  suspended  more  than  a  dozen  times  by  the  tribal  council  in  preceding 
years,  and  even  tribal-member  microenterprise  efforts  commonly  migrate 
to  towns  just  outside  the  reservation. 

(4)  Private  Enterprise  with  Nontribal  Member  Control.  This  model 
involves  the  promotion  of  non-Indian  businesses  on  Indian  lands,  and/or 
the  management  of  Indian  resources  by  non-Indian  companies,  usually 
through  joint  ventures  or  royalty  arrangements.  The  tribe's  primary  task  is 
to  construct  an  environment  which,  with  tax  breaks,  labor  costs,  regulatory 
relief,  or  other  incentives,  will  attract  non-Indian  enterprises  to  the  reserva- 
tion. In  recent  years  the  Navajo,  for  example,  have  vigorously  pursued  this 
strategy,  while  the  Rosebud  Sioux  have  had  an  office  dedicated  to  finding 
outside  businesses  willing  to  locate  on  the  reservation. 

This  strategy  is  most  commonly  used  in  the  manufacturing  and 
resource  processing  sectors,  involving  large-scale  investment  projects  with 
workers  organized  in  a  factory  setting.  Culturally,  an  economic  system 
based  largely  on  big  private  investment  is  best  suited  to  a  tribe  whose  self- 
confidence  and  cultural  standards  can  support  extended  cooperation  with 
outsiders,  and  in  which  hierarchical  "bosses  and  workers"  systems  are  not 
seen  as  personally  demeaning  by  tribal  workers.^ 

Encouraging  the  non-Indian  private  investor  to  come  to  the  reservation 
offers  a  solution  to  the  often  pressing  problems  of  access  to  financial  and 
human  capital.  On  the  other  hand,  it  brings  onto  the  reservation  significant 
outside  actors  whose  interests  and  culture  may  diverge  radically  from  those 
of  the  Uibe.  Whether  or  not  this  is  seen  as  a  threat  to  a  tribe's  political  and/ 
or  social  sovereignty  depends  in  part  on  the  su-ength  of  the  tribe's  fonnal 
and  informal  institutions  of  social  control.  A  tribe  with  capable  institutions, 
able  to  solve  the  tasks  of  governance  discussed  above,  is  less  likely  to  have 
its  economic  and  social  systems  upset  by  a  large  outside  business  investor 
or  partner.  For  example,  a  tribe  with  an  effective  land-iise  policy  and 
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bureaucracy  is  less  likely  to  be  taken  to  the  cleaners  by  a  real  estate 
developer.  A  tribe  with  a  constitution  that  fits  with  its  own  cultural 
standards  of  authority  and  legitimacy  will  be  better  able  to  weather 
changing  tribal  administrations  or  an  instance  of  corruption  without  ruining 
its  reputation  in  the  eyes  of  investors.  Tribal  members  will  be  more  likely 
to  stand  by  tribal  institutions  in  a  crisis  if  they  view  those  instiJutions  as 
culturally  legitimate. 

The  pursuit  of  economic  development,  particularly  when  it  involves 
large  outside  investors,  is  often  debated  in  terms  of  modem  or  mainstream 
versus  traditional  or  tribal  values.  To  the  extent  that  these  terms  reflect  fears 
that  development  will  destroy  a  ui  he's  culture  or  change  reservation  life  in 
ways  that  destroy  the  society,  they  frequently  miscast  the  choices  tribes 
face.  Every  society  faces  pressures  tochange,  from  the  DcU-oit  auto  workers 
concerned  that  they  will  have  to  behave  more  like  Japanese  in  order  to 
compete,  to  the  South  Dakota  fanners  trying  to  keep  pace  with  technology 
that  alters  the  ways  they  learned  to  fann. 

At  least  in  Indian  Country,  the  extent  to  which  pressures  of  this  kind 
are  socially  destructive  or  constructive  appears  to  depend  on  the  degree  to 
which  tribes  themselves  control  the  ways  they  adapt.  In  some  cases,  as  at 
Muckleshoot  and  Passamaquoddy,  the  combination  of  large-scale  invest- 
ment by  outsiders  and  vigorous  assertions  of  conU^ol  by  tribes  themselves 
appears  to  have  been  a  force  bringing  tribal  members  together  with  an 
enhanced  sense  of  cohesion  and  power.  On  the  other  hand,  it  is  certainly  the 
case  that  the  introduction  of  a  large  enterprise  that  directly  challenges 
indigenous  cultural  standards  or  tribal  objectives  can  have  seriously 
disruptive  effects  on  the  tribal  community,  while  outside  enterprises  that 
bring  with  them  large  numbers  of  outsiders  may  have  difficult-to-control 
impacts  on  the  nature  of  community  life.  These  possibilities  raise  major 
issues  in  the  area  of  social  sovereignty  which  tribal  communities  facing 
such  opportunities  will  have  to  confront. 

As  with  the  private  microenterprise  strategy,  an  economic  system  built 
on  large-scale  investment  by  outsiders  requires  an  institutional  structure 
that  assures  investors  that  their  investment  will  be  safe  from  opportunistic 
politics.  As  already  noted,  this  last  requirement  is  no  easier  to  accomplish 
in  Indian  Country  than  it  is  in  other  settings,  and  it  may  be  a  good  deal  more 
important.  One  of  the  things  that  makes  the  Indian  situation  dramatically 
different  from  that  of  Chicago  or  Boston,  or  Moscow  or  Manila,  is  the 
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greater  relative  importance  of  a  single  development  project.  Far  more  i.s  al 
stake  with  a  supermarket,  a  small  assembly  plant,  or  even  a  locksmith  or 
beauty  salon  on  a  reservation  than  in  a  major  metropolitan  area.  The 
potential  impact  on  employment  and  income  is  greater,  as  is  the  potential 
impact  on  the  reservation's  reputation  with  investors.  These  high  slakes 
mean  that  both  the  competition  for  control  of  resources  and  the  social  costs 
of  the  politicization  of  those  resources  are  much  greater  as  well.  Chicago 
can  afford  a  few  politicized  contracts  and  burned  investors.  Indian  tribes 
cannot.  In  addition,  the  potential  impact  on  social  sovereignty  may  be 
greater  for  small  tribes  with  few  development  options,  which  may  risk 
becoming  corporate-appendage  economies  dependent  on  a  single  outside 
investor  for  the  majority  of  individual  or  tribal  income. 

These  four  models  of  tribes'  potential  economic  systems  are  by  no 
means  mutually  exclusive.  Successful  development  policies  may  mix  them 
in  combination,  or  at  least  in  some  combination  of  the  last  three,  although 
one  or  another  is  typically  dominant.  The  right  choices  for  tribes  must  be 
driven  by  the  kinds  of  internal  and  external  factors  that  we  have  discussed 
near  the  beginning  of  this  chapter  (see  Table  2).  Tribes  have  to  find  the 
economic  system  and  accompanying  institutions  of  self-government  that 
match  both  their  respective  cultures  and  the  resource  and  opportunity 
situations  they  face.  Tribes  differ  a  great  deal  in  these  dimensions,  and  one 
tribe's  answer  is  certainly  not  guaranteed  to  work  for  another.  Just  because 
tribal  ownership,  for  example,  has  worked  relatively  well  for  Mescalero 
does  not  mean  it  will  work  for  Rosebud  Sioux;  just  because  Flathead  has 
pursued  development  of  the  private  sector  does  not  mean  the  same  will 
work  for  Crow. 

Finally,  it  is  clear  that  the  crucial  choices  must  be  made  by  tribes 
themselves.  The  cenU^al  role  played  by  culture  in  either  supporting  or 
undermining  tribal  institutions  leaves  no  alternative.  The  problem  of 
getting  a  good  fit  among  economic  system,  governing  institutio^^^,  and 
cultural  standards  will  not  be  solved  in  Washington,  by  professors  or 
consultants,  or  even  by  other  tribes.  The  problem  will  be  solved  by  lrib;il 
leaders  and  members  who  understand  the  linkages  among  these  things  and 
can  invent  their  own  solutions. 
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2.  Devfxopment  Activity 

Many  American  Indian  tribes  face  a  barrage  of  ideas,  proposals,  offers,  and 
enticements — -some  from  within  the  tribe,  many  from  outside  it — aimed  at 
establishing  specific  development  or  investment  projects  on  the  reserva- 
tion. Tliese  projects  range  from  chopstick  factories  to  gambhng  casinos, 
from  hazardous  waste  facilities  to  resort  hotels.  The  reasons  behind  such 
suggestions  and  invitations  vary  from  efforts  by  tribal  members  to  bring 
jobs  onto  the  reservation,  to  legitimate  outside  investor  interest  in  the  labor, 
tax,  and  regulatory  advantages  that  many  reservations  can  supply,  to 
disreputable  attempts  to  capitalize  on  tribal  inexperience  or  desperation. 

The  challenge  for  both  tribal  decision-makers  and  individual  tribal 
members  is  to  separate  the  good  from  the  bad  opportunities,  the  solid 
prospects  from  the  boondoggles,  the  likely  successes  from  the  probable 
failures.  As  we  have  stressed,  tribal  government  has  the  necessary  task  of 
laying  in  place  the  environment  in  which  wise  and  productive  decisions  can 
be  made.  It  does  this  with  its  basic  governmental  (constitutional)  form,  its 
judicial  institutions  (see  Andrea  Skari's  volume  in  this  chapter),  its 
regulatory  institutions  (see  Paul  Nissenbaum  and  Paul  Shadle's  chapter), 
and  its  economic  policies  (see  preceding  sections  of  this  chapter,  as  well  as 
Michael  Cameron's  chapter).  But,  given  these  institutions,  tribes  and 
individuals  ultimately  have  to  face  very  specific  choices  regarding  the 
allocation  of  workers,  resources,  and  capital:  Should  we  invest  in  a  carpet 
factory"^  Should  we  open  a  mine?  Should  we  allow  gaming?  Should  we 
encourage  tourism  or  the  commercial  hunting  of  our  wildlife? 

Making  choices  of  these  kinds — and  making  them  so  that  the  resultant 
development  activities  are  successful — requires  basic  technical  and  busi- 
ness skills:  reading  a  balance  sheet,  understanding  market  conditions  of 
supply  and  demand,  interpreting  risk  and  return  trade-offs,  and  .so  on.  In 
fact,  numerous  training  efforts  have  been  undertaken  to  increa.se  manage- 
ment skills  in  Indian  Country,  and  continued  and  enhanced  efforts  will  be 
needed  in  the  future.^' 

While  basic  management  skills  are  certainly  necessary,  the  success  of 
tribal  development  activities  depends  also  upon  the  strategic  skills  of 
decision-makers.  Picking  "winners"  is  crucially  dependent  on  these  skills. 
The  heart  of  the  strategic  problem  is  the  appropriate  matching  of  particular 
development  activities  and  projects  to  the  governance  capabilities,  asset 
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endowments,  and  cultural  attributes  of  the  tribe. 

Table  5  presents  some  general  patterns  in  this  matching  ofactiviiies  to 
critical  ingredients  for  success.  The  list  of  ingredients  shown  down  the 
lefthand  side  of  the  table  is  not  exhaustive;  other  factors  may  be  important 
in  various  situations.  Similarly,  the  list  of  development  activities  across  the 
topof  the  table  is  hardly  complete,  and  is  intended  simply  to  illustrate  some 
of  the  opp>ortunities  many  tribes  face.  The  f)oint  of  the  table  is  to  indicate 
which  ingredients  are  especially  imf)ortant  to  which  development  activi- 
ties. A  check  mark  in  the  table  indicates  that  this  particular  ingredient  is 
especially  important  to  the  success  of  this  particular  activity.  The  table 
should  not  be  inteipreted  to  mean  that  unchecked  ingredients  are  not 
supportive  of  success,  but  only  that  the  checked  ingredient  is  often  found 
to  be  critical  in  Indian  Country.  Thus,  for  example,  having  a  highly 
experienced  and  skilled  workforce  is  a  significant  "plus"  for  any  kind  of 
development  activity.  Nevertheless,  such  a  workforce  is  almost  always 
especially  needed  in  either  large  or  small-scale  manufacturing.  These  are 
sectors  in  which  national  and  international  competition  increasingly  penal- 
izes low-skill  workers  and  businesses.  Except  in  instances  in  which  a  tribe 
has  an  especially  hard-to-duplicale  niche  in  the  market,  a  tribe  pursuing 
manufacturing  activities  cannot  expect  to  insulate  itself  from  the  need  for 
a  skilled  workforce.  Certainly  the  experience  on  reservations  such  as 
Mississippi  Choctaw  and  Passamaquoddy  demonstrates  that  a  skilled 
reservation  workforce  can  compete  successfully  in  the  manufacturing 
sector." 

As  we  have  emphasized,  capable  institutions  of  governance  are 
necessary  for  any  sustained,  successful  development.  This  is  reiterated  in 
the  top  rows  of  Table  5.  In  addition,  success  in  certain  development 
activities  depends  on  the  particular  assets  of  the  reservation  and  their 
economic  value.  For  example,  success  in  natural  resource  activities,  such 
as  agriculture  and  mining,  obviously  requires  both  endowments  of 
harvestable  or  extractable  resources  and  the  market  demand  that  makes 
those  resources  valuable.  It  makes  no  sense  to  undertake  aquaculture  in  the 
desert  or  a  new  coal  mine  in  a  glutted  energy  market  (although  outside 
investors  hoping  to  capture  public  loan  and  grant  monies  continue  to 
propose  precisely  such  projects  to  various  tribes). 

Activities  such  as  large-scale  manufacturing  and  natural  resource 
development  also  commonly  require  access  to  large  amounts  of  financial 
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Table  5 

Critical  Ingredients  for  Success 

In  Selected  Development  Activities 


Large  scale            Small  scale             Reiail  and                _ 

,                             ,                                                       Tounsm                Resource 
manufaciunng       manulaclunng              service 

°                                                                      ■                               Fmraciion 

Governance 
Third  party 
dispute  resnluiion 

X 

X 

X 

X 

X 

Governance 
Separating 
politics  from 
day  lodav  hi; 
nianapemcni 

X 

X 

X 

X 

X 

Assets   Hiph 
natural  resource 
endowmeni 

X 

X 

Assets  Skilled 
and  experienced 
workforce 

X 

X 

Assets:  Access  lo 
major  financial 
capital 

X 

X 

Assets  Near 
markets  aniUor 
low  transptiriaiion 
costs 

X 

X 

Cullural 
Receptivity  lo 
svorkers/Nisses 
hierarchies 

X 

X 

Cullural 
Receptiviiy  to 
inieraciion  with 
rxin-memhers 

X 

X 

Cullural 
Recepiiviiy  lo 
comrnerciali/alion 

X 

X 

Cullural   Tnbe  as 
a  whole  is 
primary  locus  of 
idenlity/lcyally 

X 

X 
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capital.  Money  must  be  available  to  pay  workers  and  buy  materials  during 
the  construction  and  development  phases  of  production  in  these  sectors. 
Even  in  the  case  of  agriculture,  competition  in  the  market  for  most  crops 
compels  large-scale  operations  and  capital  investment  in  order  to  achieve 
sustained  success.  This  premium  on  access  to  capital  is  less  pronounced  in 
most  retail,  service,  small-scale  manufacturing,  and  tourism  (except  major 
resort)  enterprises. 

Being  close  to  markets  or  low  cost  transportation  facilities  is  particu- 
larly important  in  manufacturing.  Proximity  to  the  marketplace  holds  down 
the  delivered  prices  of  reservation-produced  goods.  In  the  case  of  natural 
resources,  nearness  to  the  marketplace  can  be  important  for  success,  but 
most  natural  resource  use  and  extraction  takes  place  in  a  rural  setting,  and 
nonreservation  competitors  face  transportation  problems  similar  to  those 
of  tribes. 

"Success"  in  development  activities  does  not  mean  solely  jobs  and 
income.  The  fact  that  American  Indian  tribes,  like  other  societies,  have 
goals  of  political  and  social  sovereignty  means  that  development  success 
must  also  be  assessed  in  political  and  cultural  terms:  Will  this  project  bring 
large  numbers  of  nonTndians  onto  the  reservation  who  may  challenge 
tribal  sovereignty?  Is  this  project  going  to  introduce  social  or  political  strife 
among  tribal  members?  Is  factory  work  going  to  appeal  to  our  young 
people?  Would  building  that  road  up  to  the  mine  damage  important 
religious  sites?  Will  tribal  members  object  to  non-Indian  hunters  roaming 
the  wilderness  areas  of  the  reservation? 

Table  5  lists  four  cultural  attributes — there  may  well  be  more — that 
frequently  have  implications  for  development  choices.  For  example, 
because  of  their  nature,  large-scale  manufacturing  and  resource  develop- 
ment enterprises  typically  require  (relatively)  hierarchical,  workers-and- 
bosses  management  structures.  The  larger  the  enterprise,  the  more  likely  it 
is  that  the  necessities  of  specialization  and  coordination  will  require  some 
people  to  tell  other  people  what  to  do.  Notwithstanding  mass  media 
stereotyping  of  American  Indian  societies  as  uniformly  communal  and 
nonhierarchical,  the  multitude  of  tribes  that  miike  up  Indian  Country  differ 
a  great  deal  from  one  another  in  this  regard.  Reservation  scxrieties  that  are 
not  particularly  receptive  to  workplace  hierarchies  are  poor  candidates  for 
large-scale  manufacturing  and  resource  enterprises.  Such  societies  are 
more  likely,  all  else  equal,  to  be  able  to  successfully  develop  small -scale 
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manufacturing,  retail  and  service  businesses,  and  tourism  service  activities. 

Another  cultural  attribute  affecting  whether  particular  development 
activities  are  appropriate  to  a  tribe  is  receptivity  to  interaction  with 
nonmemhers.  Members  of  one  tribe,  for  example,  may  be  reluctant  to 
expose  their  religious  or  social  practices  to  tourists.  Another  tribe  may  see 
this  as  a  welcome  economic  opportunity.  Again,  despite  common  stereo- 
typing, neither  of  these  tribes  is  more  or  less  "Indian."  They  simply  have 
different  understandings  of  what  is  culturally  appropriate  for  them.  Such  a 
difference  has  to  be  taken  into  account  in  decisions  regarding  the  promotion 
of  tourism.  In  a  case  where  (many)  tribal  members  are  fundamentally 
unreceptive  to  interaction  with  tourists  or  to  tourist  demands  for  access  to 
ceremonial  activity,  and  at  the  same  time  tribal  leaders  or  individuals 
aggressively  undertake  tourism  development,  the  result  is  likely  to  be  not 
only  social  strife  but,  evennjally,  a  failed  tourism  enterprise. 

Similar  issues  of  interaction  with  nonmembers  arise  frequently  in 
large-scale  manufacturing  undertakings.  The  large  amounts  of  capital 
needed  in  such  activities  and  the  needs  of  high-skill  labor  often  force  tribes 
to  turn  to  nonmembers  for  assistance.  Joint  ventures  with  large  private 
corporations,  for  example,  can  provide  access  to  capital,  and  high-skill 
labor  (including  senior  management)  can  be  imported  from  off  the  reser- 
vation. Such  relationships,  however,  increase  the  affected  tribe's  interac- 
tion with  nonmembers,  and  may  place  nonmembers  in  positions  of  power 
in  certain  reservation  activities.  Some  tribes  have  been  receptive  to  these 
sorts  of  relationships  and  have  taken  advantage  of  them  to  gain  access  to 
skills  and  capital  resources  not  otherwise  available  to  the  tribe;  other  tribes 
have  chosen  not  to.  Where  a  tribe  is  unreceptive,  going  ahead  with  such 
interaction  may  lead  to  community  discord,  poor  worker  performance,  and 
evaporating  support  for  large-scale  manufacturing  on  the  reservation. 

Perhaps  no  development  activity  provokes  as  much  controversy  today 
as  the  commercial  development  of  natural  and  cultural  resources.  Recep- 
tivity to  the  commercialization  of  tribal  resources  is  particularly  necessary 
for  development  activities  in  the  tourism  and  natural  resource  sectors.  This 
is  true  not  only  in  Indian  Country  but  outside  it  as  well.  Changing  the  face 
of  a  mountain  to  build  a  ski  resort,  advertising  to  attract  tourists,  harvesting 
wildlife,  strip-mining  the  reservation— these  kinds  of  development  activi- 
ties are  controversial  because  they  force  the  society  to  confront  trade-offs 
between  economic  development  and  cultural  values.  The  White  Mountain 


105 


Reloading  the  Dice  49 


Apaches,  for  example,  receive  substantial  tribal  income  from  commercial 
hunting  of  iheir  wildlife.  These  hunts  seem  to  fit  comfortably  with  Apache 
concepts  of  proper  resource  use  (which  appear  to  attach  high  cultural  value 
to  particular  places,  relative  to  the  things  found  in  those  places").  Yakima, 
on  the  other  hand,  has  rejected  the  commercial  hunting  of  big  game  on  the 
reservation,  in  part  because  it  does  not  fit  with  Yakima  cultural  standards 
of  proper  use  of  the  habitat  where  their  harvestable  game  is  found  or  of  the 
wildlife  resource  itself. 

American  Indian  societies  also  differ  markedly  among  themselves  in 
the  degree  to  which  tribal  members'  primary  source  of  identity  and  loyalty 
is  the  tribe  as  a  whole,  as  opposed  to  subtribal  organizations  such  as  clans, 
bands,  or  other  units,  usually  kinship  based,  within  the  tribe.  Subtribal 
identity  and  loyally  appear  to  be  most  pronounced  where  the  tribal  unit  has 
been  made  to  include  within  a  single  political  authority  previously  autono- 
mous units  such  as  villages  (e.g.,  Hopi)  or  bands  (e.g.,  the  Oglala  Sioux  at 
Pine  Ridge),  or  where  historically  separate  and  even  hostile  groups  were 
forced  to  share  a  reservation  (e.  g.,  the  Shoshone  and  Arapahoe  at  Wind 
River  in  Wyoming).  On  the  other  hand,  some  groups  have  proven  adept  at 
overcoming  such  divisions  to  create  relatively  united  communities  (e.  g., 
the  Confederated  Tribes  of  the  Warm  Springs  Reservation  in  Oregon,  or  the 
Confederated  Salish  and  Kootenai  Tribes  of  the  Rathead  Reservation). 

Strong  subtribal  identities  and  loyalties  can  cause  problems  for  some 
types  of  development  activities.  Large-scale  manufacturing  and  major 
natural  resource  development  (such  as  the  operation  of  a  sawmill  or  a 
mine),  for  example,  often  involve  the  concentration  of  a  lot  of  a  tribe's 
"eggs"  in  a  single  "basket."  Given  population  size  and  economic  conditions 
on  most  reservations,  the  chances  are  good  that  a  major  mine  or  factory  will 
be  the  primary  employer  and  income  source — in  some  cases,  virtually  the 
only  one  outside  Uibal  govemment — on  the  reservation.  This  highly 
concentrated  form  of  development  can  encounter  difficulty  where  mem- 
bers' loyalties  and  identities  are  dispersed  among  a  number  of  subtnbal 
units.  First,  tribal  govemment  may  have  difficulty  mobilizing  and  sustain- 
ing support  for  development  strategies  in  which  power  and  responsibility 
are  concentrated  in  the  hands  of  the  tribal  government  itself,  as  is  usually 
the  case  with  large-scale  development  activities.  Second,  in  such  siiuaf ions 
these  activities  tend  to  become  the  focus  of  intratribal  politics  as  siibtnhal 
units  compete  for  control  over  enterprise  activity  and  its  benefiis  7  nbal 
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dealings  with  the  big  mine  or  factory — whether  Indian-owned  and  oper- 
ated or  not — on  matters  such  as  taxation,  employment,  land  use,  and 
production  levels  are  likely  to  be  especially  unstable.  Politicians  lose  the 
support  necessary  to  negotiate  from  strength,  the  tribe  fails  to  follow 
through  on  commitments,  and  investments  deteriorate. 

Thus,  for  example,  the  relatively  poor  track  record  of  the  Sioux  in 
pursuing  large-scale  enterprises  (particularly  tribally  owned  enterpri.ses), 
as  compared  to  the  Choctaws  or  the  Apaches,  may  be  due  to  the  historic  and 
enduring  importance  of  subtribal  allegiances  in  Sioux  society  (see  the 
discussion  in  Section  III. B.I  above).  This  does  not  mean  that  the  Sioux 
cannot  successfully  pursue  economic  development.  Rather,  as  suggested 
by  Table  5,  culturally  appropriate  development  activities  are  more  likely  to 
lie,  other  things  equal,  in  small-scale  and  localized  manufacturing,  retail 
and  service  businesses,  and  tourism. 

Of  course,  knowing  whether  people  identify  primarily  with  the  tribe  or 
with  a  subtribal  unit,  or  whether  a  society  is  or  is  not  receptive  to  such 
attributes  of  development  activity  as  workplace  hierarchies,  or  commer- 
cialization of  natural  resources,  or  interaction  with  nonmembers,  is  not 
easy.  Cultural  characteristics  are  subtle,  dynamic,  and  often  in  turmoil  both 
within  and  across  the  members  of  a  society.  In  some  contexts,  worker/boss 
relations  may  be  perfectly  acceptable  to  younger  employees  and  unaccept- 
able to  older  ones — or  the  reverse.  In  another  context  they  may  be  seen  as 
unworkable  by  the  entire  group.  Commercialization  of  one  portion  of  a 
reservation's  forest  may  be  noncontroversial,  while  logging  activity  in  an 
adjacent  area  may  be  abhorrent  to  most  of  the  population.  Warm  Springs 
vigorously  pursues  the  development  of  a  spa  on  one  portion  of  the 
reservation,  and  turns  down  the  development  of  a  ski  resort  on  another, 
without  in  any  way  being  inconsistent:  TTie  tribe  is  simply  pursuing  what 
it  sees  as  the  appropriate  uses  of  its  various  resources.  Northern  Cheyenne, 
on  the  other  hand,  finds  itself  deeply  divided  over  the  opportunity  to  mine 
its  coal  resources,  with  some  Uibal  members  urging  the  tribe  to  go  forward 
and  others  viewing  strip-mining  as  culturally  unacceptable." 

None  of  this  is  to  say  that  there  is  an  inherent  conflict  between 
economic  development  and  social  sovereignty.  Although  the  hard  data  is 
scarce,  field  experience  suggests  that  strong  assertions  of  sovereignty, 
supported  by  tribal  government  policies  and  institutionscapable  of  backing 
up  that  sovereignty,  have  reinvigorated  tribal  identities  on  reservations 


107 


Rfltuuling  the  Dice  5 1 


such  as  Mississippi  Choclaw,  MescaJero  Apache,  White  Mountain  Apache, 
and  Cochili.  It  even  appears  that  in  some  cases,  tribally  controlled  devel- 
opment may  be  accompanied  by  such  phenomena  as  a  resurgence  of 
indigenous  language  and  reductions  in  reservation  crime. 

Resolving  conflicts  surrounding  the  cultural  appropriateness  of  vari- 
ous economic  activities  is  not  a  problem  unique  to  Indian  CounUry,  nor  is 
it  a  problem  new  to  contemporary  tribes,  many  of  whom  have  had  to 
manage  such  disputes  ever  since  Europeans  arrived  in  North  America — 
and  probably  long  before.  We  return  to  our  central  theme:  effectively 
resolving  conflicts  over  development  activities  today  requires  capable 
governmental  and  nongovernmental  social  institutions.  If  these  institutions 
are  not  able  to  lay  in  place  an  environment  in  which  conflicts  can  be 
resolved  and  productive  investments  in  the  future  can  be  made,  reservation 
economic  development — of  whatever  kind — will  be  impeded.  On  the 
other  hand,  once  those  institutions  are  in  place,  then  the  choices  tribes  make 
over  development  activities  will  have  a  much  greater  chance  of  leading  to 
sustainable — and  culturally  appropriate — development. 

IV.  Implications  for  Policy 

There  are  no  quick  solutions  to  the  problem  of  economic  underdevelop- 
ment in  Indian  Country.  There  also  are  no  uncomplicated  solutions. 
Successful  and  sustained  economic  development  requires  many  ingredi- 
ents— capital,  skills,  resources,  stable  institutions,  and  atyactive  market 
opportunities,  to  name  a  few.  It  also  requires  informed,  thoughtful 
policymaking.  Most  of  this  chapter  has  been  about  the  sorts  of  policy 
decisions  that  tribes  face.  But  what  about  policy  at  the  federal  and  stale 
levels?  What  does  the  evidence  indicate  about  how  policy  at  those  levels 
can  help  get  reservation  development  underway? 

We  believe  the  available  evidence  clearly  demonsU-ates  that  tribal 
sovereignty  is  a  necessary  prerequisite  of  re.servation  economic  develop- 
ment. Each  present  instance  of  substantial  and  sustained  economic  devel- 
opment in  Indian  Country  is  accompanied  by  a  U"ansfer  of  primary 
decision-making  conU"ol  to  uibal  hands  and  away  from  federal  and  state 
authorities.  Sovereignty  brings  accountability  and  allows  "success"  to  be 
properly  defined  to  include  Indians'  goals  of  political  and  social  well-being 
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along  with  economic  well-being.  Decades  of  control  over  reservation 
economic  resources  and  affairs  by  federal  and  stale  authorities  did  not  work 
to  put  reservation  economies  on  their  feet. 

This  conclusion  does  not  imply  that  tribal -federal/state  relations  are  or 
should  be  hostile  or  uncooperative.  In  fact,  the  federal  government  in 
particular  has  made  a  number  of  encouraging  efforts  to  enhance  tribal 
control  over  economic  affairs.  Public  Law  638,  which  enables  tribal 
contracting  of  otherwise  federal  services;  the  Indian  Gaming  Act,  which 
codifies  tribal  authority  over  certain  activities;  and  BIA  efforts  such  as  the 
"Self-Governance  Project"  are  examples  of  steps  in  the  right  direction.  The 
objective  of  federal  and  state  policy  should  be  to  enhance  tribal  sovereignty 
over  economic  matters,  with  federal  and  state  efforts  aimed  at  support  and 
technical  assistance.  In  the  role  of  consultant,  federal  and  state  governments 
need  not  always  devolve  back  to  the  role  of  decision-maker. 

TTie  vast  bulk  of  federal  and  state  assistance  to  Indian  tribes  comes  in 
the  form  of  program-specific  expenditures:  health,  education,  infrastruc- 
ture investment,  loan  and  grant  programs,  direct  general  income  assistance, 
and  so  forth.  Capable  tribal  governments  should  be  granted  "Super  638" 
powers  to  elect  to  receive  most  of  that  assistance  in  the  form  of  no-strings 
block  grants,  much  in  the  way  that  the  states  now  relate  to  the  federal 
government.  Criteria  for  eligibility  should  shift  the  burden  of  proof  away 
from  the  tribe  by  presuming  eligibility  upon  the  tribe's  request,  unless  it  can 
be  shown  that  the  tribe  is  incapable  of  self-management  of  its  block  grant. 

Sovereignty  has  many  dimensions,  from  taxation  and  resource  control 
to  civil  rights  and  child  welfare."  Our  research  is  confined  to  the  economic 
sphere.  Within  that  sphere,  we  believe  the  evidence  on  development 
success  and  failure  supports  the  conclusion  that  tribal  sovereignty  over 
economic  affairs  should  be  founded  upon  a  govemment-to-govemment 
relationship  between  Indian  nations  and  the  United  States.  This  means 
tribal  preeminence  in  taxation  and  business  regulatory  policy,  as  well  as  in 
land,  water  and  resource  use,  and  environmental  policy.  Split  or  shared 
jurisdiction,  as  under  the  Indian  Gaming  Act.  does  not  go  far  enough. 

One  of  the  consequences  of  enhanced  tribal  sovereignty  in  the  eco- 
nomic arena  is  likely  to  be  greater  variation  in  the  economic  conditions 
prevailing  across  reservations.  There  will  be  successes — and  there  will  be 
failures.  American  Indian  tribes  are  no  more  guaranteed  than  other  devel- 
oping countries  that  self-government  will  quickly  and  unfailingly  produce 
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dramalic  improvements  in  economic,  political,  and  sociaJ  well-being. 

The  prospect  of  failure  raises  difficult  policy  and  jurisdictional  issues: 
Under  the  federal  trust  doctrine  (under  which  Indian  reservations  are 
managed  by  the  federal  government  in  the  role  of  trustee),  does  the  federal 
government  have  the  responsibility  to  bail  out  tribes  that  stumble  as 
sovereigns?  We  believe  that  an  appropriate  long-range  objective  of  federal 
policy  should  be  to  empower  tribes  with  the  information  and  decision- 
making apparatus  by  which  they  might  knowingly  and  voluntarily  elect  to 
waive  explicitly  the  federal  trust  responsibility  upon  the  assertion  of 
sovereignty  powers  (e.g.,  over  the  use  of  current  trust  funds,  natural 
resource  development,  or  environmental  regulations).  This  would  un- 
doubtedly expose  tribes  to  risks.  But  sovereignty  without  such  risks  is  a 
contradiction  in  terms. 

V.  Conclusion 

Three  things  emerge  as  crucial  pieces  in  the  development  puzzle.  The  first 
is  sovereignty.  Perhaps  the  greatest  development  asset  Indian  nations 
possess  is  sovereignty:  the  power  to  make  decisions  about  their  own 
futures.  It  is  a  tenuous  power,  dependent  on  the  good  will  of  Congress,  the 
unpredictabilities  of  the  courts,  and,  ultimately,  the  support  of  the  public. 
But  it  is  a  key  to  economic  development. 

The  second  is  institutions.  Sovereignty  alone  is  hardly  sufficient  for 
overcoming  the  immense  problems  tribes  today  face.  Our  research  clearly 
indicates  that,  in  the  development  arena,  the  single  factor  that  most  clearly 
differentiates  "successful"  tribes  from  "unsuccessful"  ones  is  their  ability 
to  effectively  exercise  their  sovereignty,  to  turn  it  from  a  legal  condition  or 
rhetorical  claim  into  a  practical  tool  for  nation-building. 

Institutions  are  key  to  that  transition.  But  the  transition  is  difficult,  ll 
requires,  in  many  cases,  institutional  innovation.  It  requires  the  develop- 
ment of  governing  institutions  that  can  pass  two  tests.  The  first  is  the  test 
of  adequacy:  The  institutions  themselves  have  to  be  effective  at  solving  (he 
problems  of  managing  sovereign  societies.  The  second  is  the  test  of 
appropriateness:  In  order  to  be  fully  effective,  tribal  institutions  not  only 
have  to  be  designed  to  work  in  the  abstract;  they  have  to  fit  the  infomial 
institutions — the  culturally  derived  norms  and  preferred  ways  of  domg 
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things — of  the  tribal  community. 

The  third  factor  is  development  strategy:  choosing  the  economic 
policies  and  the  specific  development  projects  to  pursue.  Here  again, 
adequacy  and  appropriateness  matter.  On  the  one  hand,  development 
strategies  have  to  confront  the  realities  of  the  external  market  and  of  the 
internal  natural,  human,  and  capital  resource  assets  of  the  tribe.  On  the  other 
hand,  borh  overall  economic  policies  and  the  selection  of  development 
projects  have  to  pay  attention  to  the  culturally  derived  norms  and  prefer- 
ences of  the  community. 

Tribes  that  pay  adequate  attention  to  these  issues  can  overcome,  to 
some  degree  at  least,  significant  disadvantages  in  other  areas  such  as  natural 
resources,  workforce  experience,  or  location.  At  the  same  time,  tribes  that 
fail  to  grapple  effectively  with  these  issues  are  less  likely  to  be  able  to  turn 
certain  advantages,  such  as  market  access  or  significant  resource  endow- 
ments, into  sustainable  development. 

The  odds  against  successful  economic  development  in  Indian  Country 
are  high.  On  the  basis  of  our  research,  however,  we  believe  it  is  possible  for 
Indian  tribes  to  reload  the  dice,  and  significantly  improve  their  chances  in 
the  development  gamble. 
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Chairman  McCain  and  members  of  the  Committee,  I  am  Phillip  Martin,  elected  Chief 
of  the  Mississippi  Band  of  Choctaw  Indians,  a  tribe  of  8,000  members  with  a  small  reservation 
in  East  Central  Mississippi.   I  would  like  to  share  with  you  today  some  of  my  ideas  and  past 
experiences  on  the  economic  development  of  the  Choctaw  Indian  Reservation,  which  has  been 
very  successfiil. 

Economic  development  is  crucial  to  reservation  life  in  order  that  a  standard  of  living 
comparable  to  the  national  standard  can  be  provided  and  that  self-sufficiency  can  be  striven 
for.  Choctaws  got  into  economic  development  beginning  in  1971,  with  the  construction  of  an 
industrial  park,  at  a  time  when  there  were  no  job  opportunities,  education  and  health  care  were 
inferior,  housing  was  substandard.   It  was  a  matter  of  trying  to  survive  as  a  tribe. 

Some  of  us  had  had  options  to  leave  the  reservation  and  strike  out  on  our  own,  but  the 
vast  majority  of  tribal  members  did  not  have  any  job  skills  or  experience  to  do  that,  and  so 
stayed  on  the  reservation.   In  the  1950s  and  1960s,  we  were  the  poorest  of  the  poor  but  we 
gradually  began  talking  about  developing  the  community  and  developing  reservation 
infrastructure,  improving  education  and  health  care,  until  we  came  to  feel  that  economic 
development  was  essential  to  all  successful  reservation  development.    But  job  creation  and 
economic  development  are  not  an  overnight  fix  for  high  unemployment.  We  had  no  assistance 
from  the  federal  government  in  the  50's,  even  any  guidance  on  economy-building. 

We  opened  our  first  manufacturing  plant  in  1979.   I'm  not  going  to  elaborate  in  detail 
on  how  we  got  to  where  we  are  now,  but  I  do  want  to  outline  the  leaps  and  bounds  we  have 
come  through  since  1979  in  developing  our  economy. 
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It  is  essential  that  the  tribal  government  and  the  people  support  the  concept  of  a 
reservation  economy,  and  that  they  are  willing  to  take  a  financial  risk,  and  some  preparation 
for  dealing  in  relation  to  outside  businessmen  on  the  question  of  sovereign  immunity.   The 
tribe  has  to  structure  itself  where  one  person  (this  would  usually  be  the  chairman)  is  given  the 
authority  to  support  and  seek  industry  or  business.   A  tribe  may  wish  to  start  an  economic 
development  office  and  hire  people  knowledgeable  in  business,  marketing,  feasibility  studies, 
and  demographics  so  that  the  tribe  is  taking  a  direction  ~  manufacturing,  business,  high  tech, 
whatever  -  based  on  expertise  that  is  accountable  to  the  chairman  and  thus  to  the  community. 

Starting  from  this  base,  we  have  been  able  to  structure  the  following  manufacturing  and 

business  economy  through  the  following  enterprises  on  the  reservation  at  present  (a  summary 

is  provided  at  the  conclusion  of  this  list): 

Choctaw  Development.  1969,  tribal  entity,  construction 

Total  Sales  to  Date:  $55  million 

Annual  Sales:  $8  million 

Employees:  45 

Annual  Payroll:  $0.9  million 

Acres  of  trust  land:  7 

County:  Neshoba 

Investment:  $1.3  million 

Chahta  Enterprise.  1979,  tribal  entity,  manufacturing 

Annual  Sales:  $40  million 

Employees:  1,200 

Annual  Payroll:  $13.5  million 

Square  Feet:  155,800 

Acres  of  trust  land:  15 

Counties:  Neshoba,  Kemper,  Newton 

Investment:  $  8.9  million 

American  Greetings.  1981,  leasehold,  greeting  cards 

Employees:  150 

Annual  Payroll:  $2  million 

Square  Feet:  120,000 

Acres  of  Trust  Land:  15 
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County:  Neshoba 

Investment:  $2.6  million  (Industrial  Revenue  Bond) 


Choctaw  Electronics.  1985,  joint  venture,  automotive  speakers 

Annual  Sales:  $27  million 

Employees:  250 

Annual  Payroll:  $3.2  million 

Square  Feet:  61,000 

Acres  of  Trust  Land:  10 

County:  Neshoba 

Investment:  $6  million 

Choctaw  Manufacturing.  1986,  tribal  entity,  manufacmring 

Annual  Sales:  $  18  million 

Employees:  275 

Annual  Payroll:  $2.3  million 

Square  Feet:  88,410 

Acres  of  Trust  Land:  10 

County:  Leake 

Investment:  $7.4  million 

Choctaw  Residential  Center.  1987,  tribal  entity,  120-bed  intermediate  care  nursing  home 

Annual  Sales:  $2.9  million 

Employees:  125 

Annual  Payroll:  $1.8  million 

Square  Feet:  42,000 

Acres  of  Trust  Land:  20 

County:  Neshoba 

Investment:  $2.8  million 

Choctaw  Shopping  Center.  1988,  tribal  entity,  retail,  community  services 

Aimual  Sales:  $5.7  million 

Employees:  50 

Annual  Payroll:  $0.7  million 

Square  Feet:  64,025 

Acres  of  Trust  Land:  30 

County:  Neshoba 

Investment:  $3  million 

First  American  Printing,  1991,  tribal  entity,  printing  and  direct  mail 

Annual  Sales:  $6  million 

Employees:  75 

Annual  Payroll:  $1.5  million 

Square  Feet:  72,000 
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Acres  of  Trust  Land:  10 
County:  Jackson 
Investment:  $2.5  million 

Choctaw  Construction.  1993,  tribal  entity,  construction 

Annual  Sales:  $28.5  million 

Employees:  100 

Annual  Payroll:  $1.5  million 

Acres  of  Trust  Land:  1 

County:  Neshoba 

Investment  $0.2  million 

First  American  Plastic  Molding.  1994,  joint  venture,  plastic  cutlery 

Annual  Sales:  $2.7  million 

Employees:  45 

Annual  Payroll:  $0.75  million 

Square  Feet:  12,000 

Acres  of  Trust  Land:  10 

County:  Jackson 

Investment:  $1  million 

Silver  Star  Resort  &  Casino.  1993,  tribal  entity  managed  by  Boyd  Gaming 

Annual  Sales:  $175  million 

Employees:  1,900 

Annual  Payroll:  $35  million 

Square  Feet:  514,635 

Acres  of  Trust  Land:  40 

County:  Neshoba 

Investment:  $138  million 

When  the  tribal  government  and  some  smaller  entities  are  added  to  the  statistics  for 

these  enterprises,  we  come  up  with  the  following  overall  reservation  figures: 


Approximate  Annual  Sales:  $314  million 

Employees:  5,527 

Annual  Payroll:  $86  million 

Square  Feet:  1,222,570 

Acres  of  Trust  Land:  168 

Counties:  13  facilities  in  five  counties 

Total  Investment:  $174  million 
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I  must  emphasize  that  the  total  investment  involved  less  than  two  per  cent  federal  grants;  98 
per  cent  derived  either  from  revolving  loan  funds  such  as  TV  A  SOCCs  (Special  Oppormnties: 
Cities  and  Counties)  and  HUD  UDAGs  (Urban  Development  Action  Grants),  or,  for  the  vast 
majority,  from  commercial  bank  loans,  many  guaranteed  under  the  Indian  Financing  Act.   This 
demonstrates  that  the  scope  of  the  federal  investment  is  not  great,  but  the  payoff  at  least  in  our 
case  has  been  tremendous. 

What  can  the  Congress  do  to  consider  legislation  that  would  help  such  development  to 
occur  in  a  widespread  way  in  Indian  Country  and  give  tribes  the  opportunity  to  develop 
reservation  economies?  I  have  a  few  suggestions. 

1.  Basic  Development 

Tribes  need  planning  grants  and  infrastructure  development  monies  allocated  to  them  to 
get  a  firm  base  built  in  their  tribal  governments  for  development.   Tribes  that  can  afford  it 
should  be  required  to  participate  with  tribal  monies  in  the  effort  as  an  indication  of  their  good 
faith.  Tribes  wishing  to  participate  should  be  required  to  develop  step-by-step  economic 
development  plans  with  community  input.  These  monies  can  be  used  to  develop  basic 
community  necessities  (water  and  sewer,  roads,  business  facilities)  that  are  prerequisites  to 
development,  and  to  institute  tribal  economic  development  offices. 

2.  Risk  Capital 

The  Indian  Financing  Act  loan  guaranty  program,  the  best  thing  BIA  has  done  over  the 
past  50  years,  should  be  expanded  greatly,  and  should  be  bureaucratically  disentangled.  This 
program  is  an  essential  factor  in  assuaging  the  concerns  of  local  banks  about  risks  in  carrying 
out  business  on  tribal  trust  lands. 
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3.  Govemment-to-Government  Procurement 

New  legislation  should  be  considered  that  would  enable  tribal  governments  to  do 
business  with  the  federal  government  either  by  bid  or  sole  source  for  goods  and  services  for 
federal  agencies  outside  of  the  cumbersome  and  inappropriate  SBA  8(a)  process.   8(a)  is  okay 
for  individually-owned  small  businesses,  but  tribal  governments  have  difficulties  fitting  into 
their  categories  and  into  their  mindsets,  and  SBA  exercises  to  much  outside  control. 
Federally-recognized  tribal  governments  need  to  be  able  to  negotiate  directly  with,  for 
example,  the  Defense  Department.   Tribes  are  fellow  governments,  and  should  not  need 
certification  in  order  to  do  business  with  either  the  federal  government,  or  states,  for  that 
matter. 

4.  Tax  Sovereignty 

The  Congress  should  strengthen  and  encourage  through  practice  the  existing  recognition 
that  tribal  governments  as  sovereigns  have  the  right  to  develop  natural  and  human  resources 
under  their  jurisdiction  and  to  decide  which  taxes  to  impose  and  which  taxes  not  to  impose  — 
and  as  such  should  not  have  their  commerce  interfered  with  by  state  governments  that  have 
never  helped  them  to  emerge  economically.   Measures  such  as  the  proposed  Istook  Amendment 
should  be  looked  at  from  a  broad,  governmental  viewpoint,  rather  than  a  narrow,  local,  retail 
viewpoint.   Congress  needs  to  help  states  understand  that  tribes  are  political  subdivisions  of  the 
federal  government,  not  state  or  local  subdivisions. 

5.  Gaming  as  a  Stimulus 

The  Congress  should  recognize  that  Indian  gaming  is  an  important  stimulus  to 
reservation  economies  (as  IGRA  currently  does)  and  nearby  economies,  and  oppose 
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amendments  which  seek  to  unconstitutionally  impose  state-level  non-Indian  decisions  on 
gaming  that  must  be  regulated  by  the  tribe. 

Gaming,  of  course,  produces  much  higher  profit  margins  than  does  the  kind  of 
manufacturing  work  in  which  we  have  excelled.   But  this  is  extremely  important  as  a  source  of 
local  government  revenues  for  the  amelioration  of  unmet  reservation  needs  in  order  to  make 
the  climate  better  for  tribal  investment  in  further  economic  development.  We  use  our  gaming 
revenues  to  address  education  and  health  shortfalls,  roads  construction,  sanitary  infrastructure, 
housing  needs,  and  social  assistance  for  the  elderly  and  disabled  who  are  not  able  to  survive  on 
the  lowest  levels  of  need  funded  anywhere  in  the  country,  those  set  by  the  state  of  Mississippi. 
But  the  greatest  amount  of  these  revenues  we  have  devoted  to  new  and  expansion  business  and 
manufacturing  enterprise  development. 
6.         Fee  to  Trust 

The  Congress  should  facilitate  the  conversion  of  tribally-purchased  lands  from  fee 
simple  to  trust  status  for  economic  development  purposes.   Six  of  the  manufacturing  plants  I 
listed  above  are  on  lands  that  were  once  not  a  part  of  the  reservation,  and  have  brought 
economic  benefits  to  their  entire  regions.  The  process  now  is  very  slow,  and  should  be  speeded 
up,  for  non-gaming  purposes  at  least. 

The  Interior  Department  is  already  responsible  for  contacting  state  officials  about  fee  to 
trust  conversions,  and  no  additional  regulatory  procedures  are  necessary.   I  must  admit  that 
local  opinions  are  likely  to  be  negative  unless  the  tribe  has  done  its  homework  first.   Tribes 
must  always  work  closely  with  local  officials  on  the  economic  development  plans  and 
projections  —  in  which  case  conversion  to  trust  is  supported  by  those  local  officials.   One  of 
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our  plants  is  where  it  is  because  I  was  asked  outright  by  the  late  Senator  John  C.  Stennis  if  it 
could  be  placed  in  Kemper  County,  his  home  county.   Another  of  our  plants  was  the  result  of  a 
contact  from  Senator  Trent  Lott  to  see  if  the  tribe  might  be  interested  in  acquiring  a  direct  mail 
operation  that  was  in  bankruptcy  in  his  home  county.  All  of  these  moves  received  enthusiastic 
local  support  once  the  tribe  had  made  clear  to  the  local  leadership  the  economic  multiplier  they 
represented.  They  have  all  far  exceeded  our  initial  marketing  projections.   They  are  a  good 
example  of  state,  local,  and  tribal  officials  realizing  that  tribal  development  also  means  local 
development.   Any  legislative  moves  to  limit  placement  of  tribal  lands  into  trust  status  should 
be  opposed  not  only  on  grounds  of  principle,  but  also  on  grounds  of  practicality. 
6.         Decreased  Bureaucracy 

The  Congress  needs  to  aid  tribes  in  their  efforts  to  decrease  the  layering  of  the 
bureaucracy  dealing  with  business  and  economic  development.   It  would  be  my  suggestion 
(despite  the  fact  that  the  creation  of  new  agencies  is  not  popular  with  this  Congress)  that  what 
is  needed  is  a  small  office  (organization  chart  following),  answerable  directly  to  the  Assistant 
Secretary  -  Indian  Affairs,  that  could  handle  paperwork  for  trust  acquisitions,  contract  for 
basic  planning  and  infrastructure  programs,  and  administer  the  IFA  programs.  Business  deals 
tend  to  go  sour  when  subject  to  repeated  bureaucratic  delays.    The  office's  director  should  be 
appointed  by  the  Secretary,  and  should  not  be  a  political  appointee;  and  the  office  should  be 
authorized  for  five  years  and  then  be  subjected  to  sunset  provisions.   This  office  would  need 
highly  qualified  people,  capable  of  understanding  business  (and  thus  federal  pay  scales  might 
need  to  be  increased),  knowledgeable  of  business  trends,  and  with  hands-on  experience  in  the 
private  sector.   The  office  could  advocate  and  serve  as  short  stop  for  businesses  to  locate  on 
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reservations  rather  than  in  Third  World  countries.  And  it  could  serve  as  a  marketer  for  tribal 
governments  among  the  federal  agencies  and  in  the  private  sector.   Among  the  high-powered 
people  needed  would  be  a  legal  staff  authorized  to  recommend  fee-to-trust  transfers  to  the 
Solicitor  and  knowledgeable  of  sovereign  immunity  waivers,  a  banker,  and  several  successful 
businessmen.   The  office  should  be  authorized  to  contract  for  a  wide  range  of  consultants  from 
the  private  sector  with  expertise  in  economic  development,  business,  and  manufacturing,  to 
advise  tribes  on-site. 

The  National  Aeronautics  and  Space  Administration  is  establishing  a  mentor/protege 
program  in  its  procurement  that  would  serve  as  a  good  model  for  this  proposed  office. 

I  appreciate  very  much  your  longstanding  support  of  Indian  tribal  governments  and 
your  support  for  their  self-determination  and  the  protection  of  their  sovereignty.   We 
appreciate  as  well  your  efforts  to  try  to  find  ways  to  remove  Indian  people  from  the  poverty  in 
which  they  find  themselves  through  economic  development,  and  to  nurture  self-respecting 
individuals  that  can  contribute  to  the  creation  of  reservation  economies  rather  than  becoming 
dependent  on  welfare. 

Depressed  reservation  economies  are  longstanding  problems  that  must  be  focused  on  so 
tribes  can  drastically  improve  living  standards  and  participate  fully  in  the  national  economy. 
This  is  what  will  make  the  difference  in  whether  tribes  are  perceived  as  people  incapable  of 
prospering  in  modern  times,  or  as  full  partners  in  national  development,  in  conjunction  with 
local,  state,  and  federal  governments. 

If  I  can  be  of  any  assistance,  I  would  be  glad  to  work  with  you  in  developing  future 
legislation. 
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TRIBAL  OFFICE  BUILDING 
P.O.  BOX  6010 
MISSISSIPPI  BAND  OF  CHOCTAW  INDIANS  \\  f  £  ^  -  \  /  PHILADELPHIA,  MISSISSIPPI  39350 

TELEPHONE  (601)  656-5251 


September  27,  1996 


The  Honorable  John  McCain,  Chairman 
Committee  on  Indian  Affairs 
United  States  Senate 
Washington  DC  20510-6460 


Dear  Senator  McCain: 

I  would  like  to  thank  you  for  the  hospitality  extended  to  me  during  the  hearings  held 
September  17,  1996,  on  reservation  economic  development;  and  to  take  this  opportunity  to 
respond  to  your  supplemental  questions  for  the  hearing  record. 

/.         Professor  Kalt  testified  that  where  a  tribe  takes  sovereign  responsibility  for  its 

economic  decisions,  the  tribe 's  economic  opportunities  measurably  increase.   Can  you 
cite  an  example  of  this  on  your  Reservation? 

No  reservation  economic  development  took  place  while  the  Bureau  was  still  running  all 
the  programs  at  the  Agency  level.   Agency  staff  came  up  with  some  economic  development 
schemes,  but  they  were  all  unsuccessftil.   After  the  tribal  government  had  contracted  for  nearly 
all  BIA/IHS  programs,  it  had  developed  itself  to  a  level  of  sophistication  at  which  economic 
development  was  possible.    In  a  sense,  this  is  because  a  sense  of  responsibility  for  the 
government  areas  engenders  a  sense  of  responsibility  over  the  reservation  economy. 

When  638  contracting  was  90  per  cent  complete,  in  1979,  we  began  a  process  that  has 
resulted  in  eight  manufacturing  enterprises  and  several  other  businesses  and  has  not  depended 
on  federal  assistance. 

2.  On  average,  how  long  does  it  take  for  an  individual  entrepreneur  to  get  the  necessary 
governmental  approvals  to  start  a  small  business  on  your  Reservation? 

Very  few  individuals  have  started  businesses  on  the  Choctaw  reservation,  but  those  that 
have  have  received  up  to  three  months  of  delays  in  the  leasing  process.    More  importantly  for 
us,  tribal  enterprises  have  encountered  delays  from  six  months  to  three  years  from  the  BIA  in 
two  major  areas:  a)  placement  of  lands  for  plants  in  trust  stams,  and  b)  approval  of  IFA  loan 
guaranty  requests. 

3.  What  changes  has  the  tribe  made  to  its  judicial  system  to  encourage  economic 
development  ? 

In  1974,  the  tribe  revised  its  Constitution,  formerly  of  the  Council/Chairman  type,  to 
one  with  a  separation  of  powers  and  staggered,  four-year  terms  for  Council  members,  doing 
much  to  bring  continuity  to  the  tribal  government.   This  has  helped  immensely  in  assuring  that 
there  is  always  a  group  of  people  knowledgeable  in  the  details  of  the  economic  development 
process  and  for  assuring  that  initiatives  are  taken  by  the  executive  branch.  Overall,  the  four 
year  terms  have  brought  stability  to  the  tribal  government,  allowing  officials  the  opportunity  to 
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both  plan  long-term  initiatives  and  see  them  carried  out. 

4.  Please  describe  what  institutions  your  Tribe  has  set  up  to  plan  for  and  implement 

economic  development  ventures. 

All  of  the  tribal  enterprises  operate  under  charters  granted  by  the  Tribal  Council,  and 
have  boards  of  directors  appointed  by  the  Council,  which  determine  enterprise  policies,  but  do 
not  participate  in  day-to-day  operations.    In  addition,  the  tribal  executive  branch  has  an  Office 
of  Economic  Development  (originally  funded  by  ANA)  which  coordinates  all  items  necessary 
for  further  economic  development  such  as  marketing  and  demographic  studies,  and  conducts 
preliminary  negotiations  with  potential  customers  or  partners.   And  the  Tribal  Council  has  a 
standing  Committee  on  Economic  Development  with  oversight  over  the  entire  process. 

J.         Does  the  economic  development  you  have  undertaken  "fit "  the  cultural  values  of  your 
people?  If  so,  would  you  please  give  some  examples  of  this? 

The  development  of  a  reservation-based  economy  means  that  people  stay  on  the 
reservation,  rather  than  moving  off  to  other  areas,  which  preserves  the  critical  mass  for 
cultural  activities.  We  have  found  that  regular  jobs,  rather  than  sharecropping,  give  tribal 
members  more  leisure  time  for  cultural  activities. 

6.  You  testified  that  your  Tribe  has  provided  limited  waivers  of  its  sovereign  immunity  in 
order  to  enter  into  enforceable  contracts  with  business  partners.    What  are  the  pros 
and  cons  of  this  approach  ? 

With  the  problem  of  trust  land  and  sovereign  immunity  potential  business  partners  tend 
to  stay  away.   Waiving  immunity  (but  only  to  the  extent  of  the  partner's  investment)  brings  a 
level  playing  field,  allowing  the  partner  to  take  us  to  court  for  any  breaches.    It  is  really  a 
temporary  loss  of  limited  immunity,  which  is  steadily  reduced  as  the  enterprise  pays  off  its 
loans.   Of  course,  we  have  never  had  a  failure  so  these  provisions  have  never  really  been 
tested,  but  I  am  sure  that  they  would  work  well  if  it  came  to  a  breach  and  that  the  parties 
would  act  in  good  faith. 

7.  What  impact  have  Federal  paternalism  and  BIA  oversight  of  tribal  activity  had  on  you 
Reservation 's  economic  development? 

First,  the  Bureau  brings  costly  and  unnecessary  delays  to  trust  acquisitions  and  IFA 
loan  guaranty  approvals.   Second,  the  Bureau  interferes  with  tribal  economic  initiatives, 
deciding  that  "Father  Knows  Best,"  and  disagreeing  with  tribally-set  priorities.   Third,  there  is 
very  little  experience  in  the  management  of  business  in  the  Bureau,  so  tribes  have  to  spend 
valuable  time  and  resources  "training"  Bureau  staff.    Finally,  there  have  been  some 
understanding  personnel  at  the  Bureau,  but  they  are  not  in  positions  to  actually  approve  good 
business  packages.   The  approving  authority  is  by  stepping  stones:  things  are  sent  back  to  the 
Area  Office,  then  back  to  the  Central  Office,  then  often  on  the  Solicitor's  Office,  and/or  (in 
our  case)  Atlanta.    Business  cannot  be  done  piecemeal  like  this  on  multiple  tracks,  with  each 
one  taking  its  own  time. 
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8.  What  impact  have  Federal  and  State  court  decisions  had  on  your  tribal  economic 

development? 

The  Supreme  Court  decision  in  U.S.  v.  John  (1978)  finally  firmed  up  the  tribe's  status 
jurisdictionally  and  made  possible  trust  land  development.   This  helped  locally  to  firm  up  in 
everyone's  mind  the  status  of  the  tribal  government  as  a  sovereign,  and  helped  to  make  the 
tribal  goverimient  stronger  as  an  institution. 

In  closing,  I  would  like  to  disagree  with  one  of  Professor  Kalt"s  points.   On  page  10  of 
his  testimony  he  criticizes  IRA  and  IRA  constitutions  as  sometimes  lacking  a  cultural  match, 
the  implication  being  that  IRA  is  flawed.    It  is  true  that  there  is  a  disjointed  quality  to  the 
constitutions  in  some  instances,  but  it  is  up  to  the  individual  tribes  to  revise  their  constitutions 
to  see  that  they  fit  their  situations.   The  IRA  as  a  valuable  statute  should  be  preserved  as  it  is. 

I  heartily  agreed  with  your  statement  at  the  commencement  of  the  hearing;  and  look 
forward  to  continuing  to  work  with  you  on  how  best  to  taster  economic  development  on  Indian 
reservations. 


Sincerely, 


lip  Ivrfrtm 
Chief 


MfljJ^ 


PM:ab 


27-502  -  96  -  6 
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TESTIMONY  ON  BEHALF  OF 

THE  SALT  RIVER  PIMA-MARICOPA 

INDIAN  COMMUNITY  IN  REGARD  TO 

THE  OVERSIGHT  HEARING  ON 

RESERVATION  ECONOMIC  DEVELOPMENT 

BEFORE  THE  COMMITTEE  ON 

INDIAN  AFFAIRS,  UNITED  STATES  SENATE, 


Salt  River  Pima-Maricopa 
Indian  Community 


September  17,  1996 


Ivan  Makil,  President 
Rt .  1,  Box  216 
Scottsdale,  AZ   85256 


131 


Chairman  McCain  and  Members  of  the  Committee  On  Indian  Affairs: 

The  Salt  River  Pima  Maricopa  Indian  Community  Council 
appreciates  this  opportunity  to  express  its  views  in  regard  to 
these  Federal  statutes  which  we  believe  have  frustrated  both  the 
efforts  of  Tribes  to  engage  in  economic  development  activities  and 
the  over- riding  Federal  policy  to  encourage  economic  development  in 
Indian  Country.  We  are  pleased  to  share  with  you  a  description  of 
our  successes  and  our  frustrations. 

The  Salt  River  Pima  Maricopa  Indian  Community  has  had 
significant  experience  in  developing  its  economy.  It  has  created 
both  institutional  and  juridical  infrastructures  to  assure  success 
in  economic  development  efforts.  It  has  long  contracted  with  the 
■United  States  to  perform  services  formerly  in  the  charge  of  the 
Bureau  of  Indian  Affairs.  It  is  now  a  "Self -Governance  Tribe". 
All  of  the  functions  of  the  Bureau  relating  to  real  property, 
except  the  trust  responsibility  of  the  Untied  States,  have  been 
undertaken  by  the  Community.  Except  for  management  of  the 
irrigation  system  on  a  part  of  the  Community's  farm  land,  all  of 
the  non-trust  activities  of  the  Bureau  are  now  being  performed  by 
the  Community.  The  Community  has  created  the  institutional 
infrastructure  to  perform  these  functions  and  continually  modifies 
it  to  create  greater  efficiency.  ,  The  Community  Development 
Department  and  the  Community's  Engineering  and  Construction 
Services  Department  work  in  the  area  of  economic  development  and 
regulation  much  like  similar  departments  of  our  adjoining  municipal 
neighbors.  The  Community,*  however,  has  responsibilities  that  our 
neighbors  do  not  have.  Allotted  landowners  require  services  and 
receive  them.  The  Community  is  engaged  in  a  pro-active  effort  to 
develop  its  economy  by  creating  business  opportunities  for  its 
people  through  land  development  and  new  business  creation.  The 
nature  of  the  Community  as  a  Community  of  Indian  people  whose 
concerns  lie  beyond  the  next  development  to  the  effect  each 
development  will  have  on  the  lives  of  our  future  generations 
requires  us  to  ask  ourselves  and  those  who  would  deal  with  us 
questions  not  asked  in  other  places.  How  will  this  proposed 
economic  development  effect  the  Community  as  a  Community  of  Indian 
people?  How  will  this  proposed  development  impact  on  this 
Community  as  a  small  community  of  people  who  have  lived  together 
all  of  their  lives.  These  questions  are  resolved  in  the  Development 
Ordinance  process  which  attempts  to  fit  the  proposal  to  the 
Community  in  a  more  significant  way  than  a  zoning  ordinance  did  for 
the  Community  or  does  for  our  neighbors.  Our  Community  is  unique 
and  we  will  keep  it  a  unique  community  of  Indian  people. 

In  recognition  of  the  beauty  of  its  land  and  its  fragile 
nature,  the  Community  has  created  its  own  Vision  Statement  that 
regulates  the  aesthetics  of  development  in  particular  regard  to 
the  desert  and  mountains  that  are  an  essential  part  of  the  culture 
and  history,  and  future,  of  the  Pima  and  Maricopa  peoples  of  the 
Community.  We  have  found  that  beauty  and  synergy  with  the  texture 
of  the  natural  environment  enhances  development  and  adds  value  to 
projects . 
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The  Community  has  recognized  that  in  some  situations 
uniqueness  inhibits  economic  development.  Tribal  immunity  against 
suit  is  an  inhibiting  factor.  Properly  structured  waivers  can 
enhance  econoraic  development  opportunities.  The  Community 
requested  over  10  years  ago  that  Congress  enact  special  legislation 
to  provide  for  arbitration  of  •  land- connected  disputes  with  its 
economic  development  partners  under  the  supervision  of  the  Federal 
courts.  That  legislation  has  benefited  development  opportunities 
within  the  Community. 

The  Community  interacts  and  does  business  with  its  neighbors. 
There  will  be  ever  increasing  business  and  governmental  contacts 
between  the  Community  and  its  neighbors.  We  are  today  engaged  in 
helpful  cooperation  with  our  municipal  neighbors  on  a  variety  of 
projects.  These  contacts  will  increase  and  all  of  us  will  prosper 
as  a  result. 

The  Community  owns  and  operates  one  of  the  largest  sand  and 
gravel  businesses  in  the  nation  and  it  has  developed  a  state  of  the 
art  municipal  landfill.  The  Community  is  engaged  in  the  golf 
course  business  and  the  trap  and  skeet  business  and  is  now  engaged 
in  the  development  and  construction  of  two  eighteen  hole  golf 
courses  which  will  rival  the  best  courses  in  the  Phoenix/Scottsdale 
area.  All  of  these  developments  are  within  the  Community  and  some 
are  on  allotted  land,  paying  rent  to'  landowners.  All  of  them  are 
large  employers  of  Community  members.  They  have  all  contributed  to 
the  Community's  economy  through  the  profits  they  earn  and  the 
people  they  employ.  The « 135  acre  power  shopping  center  and  the 
Walmart  store  located  on  allotted  land  contribute  to  the 
Community's  economy.  A  Community  tax  base  is  being  created  through 
transaction  privilege  and  possessory  interest  taxation. 
Unfortunately  this  tax  base  is  diminished  by  the  imposition  of 
transaction  privilege  taxes  by  the  state.  Increased  land 
development  will  translate  into  a  larger  tax  base  and  greater  self- 
sufficiency  for  the  Community. 

The  Community  has  taken  advantage  of  opportunities  to 
purchase  businesses  which  are  located  outside  the  Community  in 
order  to  enhance  its  financial  position.  The  Community  has  owned 
and  operated  Phoenix  Cement  Company  for  over  ten  years.  It  has 
turned  a  heavily  leveraged  company  into  a  profitable  business  with 
a  significant  impact  on  the  industry.  More  recently  the  Community 
acquired  a  majority  interest  in  Miss  Karen's  Yogurt  Company  whose 
products  are  sold  nationally  from  its  headquarters  now  in  the 
Scottsdale  Airpark,  but  soon  to  be  in  the  Community's  now 
developing  Chaparral  Office  Park. 

While  the  story  of  the  Community's  involvement  with  economic 
development  is  a  story  of  success,  it  is  also  a  story  littered 
with  the  frustration  that  result  from  the  uneven  playing  field 
which  federal  law  has  brought  to  the  Community  and  other  Indian 
Tribes.    The  Federal  obstructions  to  economic  development  are  not 
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the  result  of  deliberate  federal  policy  to  frustrate  economic 
development  in  Indian  Country.  Indeed,  the  whole  thrust  of 
Federal  policy  since  the  early  1970 's  has  been  to  enable  economic 
development  in  Indian  Country.  Instead,  the  frustrations  arise 
from  the  imposition  of  laws  which  are  either  ancient  efforts  to 
"protect"  Indian  tribes  or  more  modern  efforts  to  impose 
requirements  on  the  actions  of  the  Federal  government  which  have 
the  effect  of  imposing  restrictions  on  the  activities  of  Indian 
tribes  which  are  not  imposed  on  lands  outside  of  Indian  Country. 
Some  of  the  problems  we  shall  cite  are,  we  believe,  easily  curable, 
having  no  impact  on  the  Federal  budget  and  invoking  the  principle 
of  fair  dealing  on  an  level  playing  field.  Other  issues  are  likely 
to  take  more  time  to  resolve  although  they  too  call  for  fairness  on 
a  level  playing  field,  since  their  resolution  will  impact  Federal 
or  state  budgets. 

A)  COST- FREE  STATUTORY  CHANGES  WHICH  WILL  LEVEL  THE  PLAYING  FIELD 

It  should  first  be  noted  that  each  of  the  small  list  which 
follows  imposes  obligations  on  Indian  tribes  that  is  not  routinely 
imposed  on  non- Indian  land  users  outside  of  Indian  Country. 
Second,  it  should  be  noted  that  one  of  the  methods  by  which  tribes 
can  be  relieved  of  these  burdens  was  used  in  the  most  recent 
amendments  to  the  Indian  Tribal  Self -Governance  Act.  There  it  was 
legislated  that  any  self -governance  tribe  could  hire  attorneys 
without  the  requirement  that  the  hiring  had  to  be  approved  by  the 
Secretary  of  the  Interior.  Tribes  which  are  not  parties  to  a  self- 
governance  compact  must  still  await  Secretarial  approval  before 
they  can  hire  legal  counsel.  The  self -governance  model  provides  a 
focused  method  of  resolving  the  problems  effecting  economic 
development  in  Indian  Country.   Other  ways  are  of  course  possible. 

Three  interrelated  federal  requirements  that  adversely  effect 
economic  development  in  Indian  Country  but  not  outside  are-. 

1.  The  requirement  that  contracts  with  Indian  Tribes  that 
effect  the  land  require  the  approval  of  the  Secretary  of  the 
Interior  (25  USC  81)  .  Construction  contracts  certainly  and 
probably  engineering  and  architectural  contracts  fall  within  this 
statute.  Others  including  contracts  for  the  management  of  land 
based  projects  such  as  golf  courses  or  shopping  centers  seem  to  be 
bound  by  the  statute.  Banks  and  bond  underwriters  routinely 
require  the  Section  81  Secretarial  approval.  When  the  Salt  River 
Community  issued  bonds  for  the  purchase  of  the  Phoenix  Cement 
Company  assets  located  outside  the  Community  s  reservation,  the 
underwriters  required  secretarial  approval  and  the  Secretary's 
delegate,  the  Phoenix  Area  BIA  director,  spend  three  days  in  Dallas 
at  the  closing  signing  hundreds  of  documents.  How  does  this 
requirement  adversely  effect  tribal  economic  development?  Under 
the  requirements  of  the  National  Environmental  Policy  Act  (NEPA)  no 
Interior  Department  official  (or  any  other  federal  official)  can 
take   any   significant action   without   first   reviewing   the 
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environmental  consequences  of  the  action.  This  requires  the 
preparation  of  an  environmental  assessment  (EA)  which  will  lead 
either  to  a  finding  of  no  significant  impact  (FONSI)  or  the 
development  of  an  environmental  impact  statement  (EIS)  if  the  EA 
was  not  sufficient  to  resolve  all  the  impacts  and  give  the 
necessary  public  notice.  The  experience  of  the  Salt  River 
Community  is  that  an  EA  can  take  over  a  year  in  preparation.  An 
EIS  can  take  anytime  over  a  year  to  prepare.  During  that  period  of 
time  approval  cannot  be  given  and  the  project  cannot  be  started. 
If  the  proposed  project  was  on  the  East  side  of  Pima  Road,  in  the 
Community,  the  NEPA  requirements  would  apply.  On  the  West  side  of 
the  road,  in  Scottsdale,  there  is  no  such  requirement  because  no 
federal  action  is  required.  It  is  that  requirement  of  federal 
action,  such  as  in  25  U.S.C.  81  which  triggers  the  NEPA  review, 
which  adversely  effects  tribal  economic  development.  Development 
delayed  is  development  which  never  occurs. 

2 .  The  requirement  that  leases  of  Indian  owned  lands  be 
approved  by  the  Secretary  of  the  Interior  under  25  USC  415  and  25 
use  416  has  the  same  NEPA  consequences  that  result  from  the  Section 
81  requirement,  and  is  indeed  more  strictly  enforced.  Whenever 
significant  federal  action  is  required,  NEPA  action  is  required. 

3  .  The  requirement  that  a  right  of  way  over  Indian  owned  land 
can  be  granted  only  by  the  Secretary  of  the  Interior  after  the 
consent  of  the  landowners  under  25  U.S.C.  325,  has  the  same  effect 
as  the  Sections  81,  415  and  416  requirements,  and,  as  in  the  case 
of  lease  approval,  is  sti^ictly  enforced. 

The  economic  playing  field  can  be  leveled  by  providing  an 
amendment  to  the  Indian  Self -Determination  and  Educational 
Assistance  Act  which  provides: 

a)  25  USC  81  shall  not  apply  to  any  tribe  which  is  a  party  to 
a  compact  under  this  Act  which  has  adopted  a  process  of 
environmental  review  and  has  waived  the  requirement; 

b)  The  approval  of  leases  of  Indian  owned  land  under  25  USC 
415  and  USC  416  and  the  granting  of  a  right  of  way  under  25  USC  323 
are  not  significant  federal  actions  for  the  purposes  of  the 
National  Environmental  Policy  Act  if  the  land  subject  of  the  lease 
or  grant  of  right  of  way  is  within  a  tribal  reservation  whose 
tribal  government  is  a  party  to  a  compact  under  this  Act  and  the 
tribe  has  adopted  a  process  of  environmental  review  and  has 
determined  that  the  approval  of  such  leases  and  the  grant  of  such 
rights  of  way  shall  not  be  considered  major  federal  actions. 

The  Salt  River  Pima  Maricopa  Indian  Community  was  able  to 
accelerate  the  pace  of  economic  development  within  the  Community 
after  the  Congress  made  it  possible  for  the  Community  and  its 
landowners  to  enter  into  covenants  of  binding  arbitration  which 
allowed   for   fair  adjudication  of  disputes   with   lessees   and 
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contracting  parties.  The  reform  suggested  here  will  have  even  more 
significant  results. 

We  have  attached  to  this  statement  a  draft  of  a  bill  which 
addresses  the  issues  discussed  in  section  A. 

B)  RECOGNIZING  TRIBAL   RIGHTS   TO  A   FAIR   SHARE   OF   RESERVATION 
GENERATED  TAX  REVENUE. 

The  Pavilions  shopping  center  on  the  Community's  land  and  the 
Compton  Terrace  concert  amphitheater  on  the  Gila  River  Indian 
Community's  land  have  at  least  one  thing  in  common.  These  non- 
Indian  owned  and  operated  business  located  on  Indian  trust  lands 
are  subject  to  Arizona  state  transaction  privilege  taxation.  State 
tax  collected  from  such  businesses  is  shared  under  state  law  with 
Arizona  cities,  towns  and  counties.  The  Tribes  on  whose  lands  the 
taxes  are  earned  and  collected  by  the  state  do  not  share. 
Recognition  of  sovereign  status  of  Indian  tribes  requires  that  an 
equitable  standard  be  applied  requiring  an  equitable  sh-Tiring  of 
such  revenue  with  the  state's  share  to  be  dependent  solely  on 
whatever  contribution  the  state  makes  in  governmental  services  to 
the  economic  entities  on  the  tribal  reservation.  In  the  case  of 
the  Salt  River  Pima  Maricopa  Indian  Community  that  share  would  be 
zero . 

C)  FEDERAL  ACTION  TO  MAKE  UP  FOR  THE  UNEVEN  SUPPORT  BY  THE  UNITED 
STATES  OF  ENVIRONMENTAL  AND  OTHER  "MUNICIPAL"  INFRASTRUCTURE. 

For  years  the  Fede»ral  government  supported  the  economic 
development  and  growth  of  cities,  towns  and  counties  throughout  the 
nation  with  very  little  attention  to  Indian  Country.  The  most 
neutral  view  of  this  lack  of  activity  in  regard  to  Indian  Country 
is  that  policy-makers  believed  that  because  of  the  lack  of  economic 
development  and  growth  Indian  Country  did  not  need  the  assistance 
granted  to  all  other  governmental  entities.  The  belief  was  mother 
to  the  fact.  Lack  of  infrastructure  begot  depressed  economic 
development  which  continued  the  faulty  policy  which  depressed 
economic  development.  Unique  opportunities  and  careful  planning 
have  enabled  the  Salt  River  Pima  Maricopa  Indian  Community  to 
partially  make  up  for  the  Federal  policy  of  neglect.  But  the 
Community  is  still  at  a  disadvantage  because  of  a  lack  of 
infrastructure  facilities.  In  the  midst  of  a  major  metropolitan 
area  the  Community  has:  septic  tanks  instead  of  a  modern  waste 
water  treatment  system;  chlorine  treated  well  water  instead  of  a 
modern  drinking  water  purification  system;  many  gravel  topped  roads 
instead  of  asphalt  or  concrete  paved  roads;  and  insufficient 
support  for  the  development  of  the  human  infrastructure  necessary 
for  the  protection  of  the  environment,  essential  to  a  modern 
economy.  A  plan  to  level  the  infrastructure  playing  field  and 
funding  it  is  essential  to  economic  development  in  Indian  Country. 
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We  are  prepared  to  assist  your  office  and  the  Committee  staff 
in  the  development  and  enactment  of  the  legislation  we  have 
suggested.   We  are  ready  to  cooperate  in  any  way. 

Salt  River  Pima-Maricopa 
Indian  Community 

Ivan  Makil,  President 
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DRAFT 

AN   ACT 

To  amend  the  Indian  Self -Determination  and  Education  Act  to  enhance 
Indian  self-determination  and  economic  self-sufficiency  by  removing 
unnecessary  requirements  of  federal  supervision  over  economic 
development  activities  of  Indian  tribes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled, 

SEC.  1     CONGRESSIONAL  FINDINGS. 

(a)  The  Congress  finds  and  declares  that  - 

(1)  it  is  the  policy  of  the  United  States,  in 
fulfillment  of  its  trust  responsibility  to  Indian  tribes,  to 
promote  Indian  self-determination  and  economic  self-sufficiency,  to 
remove  federal  involvement  from  the  economic  affairs  of  Indian 
tribes  and  allotted  Indian  landowners  where  federal  involvement  is 
unnecessary  and  where  it  creates  competitive  impediments  to 
economic  self-sufficiency; 

(b)  meaningful  Indian  self-determination  and  economic  self- 
sufficiency  largely  depend  on  development  of  viable  Indian 
reservation  economics; 

(c)  Indian  tribes  participating  in  Self -Governance  under 
Title  IV  of  the  Act  which  have  developed  processes  to  analyze  the 
effect  of  proposed  economic  development  on  the  environment  of  the 
tribal  reservation  are  competent  to  protect  the  natural  environment 
without  federal  government  involvement; 

(d)  federal  environmental  policy  makes  economic  development 
on  Indian  reservations  noncompetitive  with  identical  economic 
developments  outside  of  Indian  Country  within  the  same  market  area 
because  of  the  requirements  for  environmental  activities  and 
studies  within  Indian  Country  which  are  not  required  on  private 
land  outside  Indian  Country. 

SEC.  2     THE  INDIAN  SELF-DETERMINATION  AND  EDUCATIONS 
ASSISTANCE  ACT  IS  AMENDED  BY: 

(a)   adding  to  25  U.S.C.  §  458cc(h)  a  new  subsection  (3) 

"For  the  period  that  an  agreement  entered  into  under  this 
part  is  in  effect,  the  provisions  of  section  2103  of  the 
Revised  Statutes  of  the  United  States  (25  U.S.C.  §81) 
shall  not  apply  to  any  contracts  by  any  Indian  tribal 
government,  which  has  adopted  a  process  of  environmental 
review  to  assure  that  environmental  factors  will  be 
considered  in  any  economic  development  decision,  and 
which  is  participating  in  Self -Governance  under  Title  IV 
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of  the  Act,  which  by  resolution  communicated  to  the 
Secretary  of  the  Interior  determines  that  the  said 
section  2103  shall  not  apply." 

(b)  adding  to  25  U.S.C.  §  488cc(h)  a  new  subsection  (4) 

"For  the  period  that  an  agreement  entered  into  under  this 
part  is  in  effect,  the  approval  of  leases  by  the 
Secretary  of  the  Interior  reqpjired  under  the  provisions 

of  section  of  the  Revised  Statutes  of  the  United 

States  (25  U.S.C.  §  415(a))  and  section  of  the 

Revised  Statutes  of  the  United  States  (25  U.S.C.  §  416) 
shall  not  be  considered  major  federal  actions  under  the 
provisions  of  the  National  Environmental  Policy  Act  of 
1969,  P.L.  91-190,  as  amended,  as  to  leases  of  trust  or 
restricted  land  within  the  reservation  of  any  Indian 
tribal  government,  which  has  adopted  a  process  of 
environmental  review  to  assure  that  environmental  factors 
will  be  considered  in  any  economic  development  decision 
and  which  is  participating  in  self -governance  under  Title 
IV  of  the  Act,  which  by  resolution  communicated  to  the 
Secretary  of  the  Interior  determines  that  such 
Secretarial  approval  shall  not  be  considered  major 
federal  action." 

(c)  adding  to  25  U.S.C.  §  488cc(h)  a  nfew  subsection  (5) 

"For  the  period  that  an  agreement  entered  into  under  this 
part  is  in  effect,  no  grant  of  right  of  way  over  land 
belonging  to  an  Indian  tribe  or  individual  Indians,  as 
described  in  25  U.S.C.  §  323,  shall  be  considered  major 
federal  action  under  the  provisions  of  the  National 
Environmental  Policy  Act  of  1969,  P.L.  91-190,  as 
amended,  as  to  any  such  grant  within  the  reservation  of 
any  Indian  tribal  government,  which  has  adopted  a  process 
of  environmental  review  to  assure  that  environmental 
factors  will  be  considered  in  any  economic  development 
decision,  and  which  is  participating  in  Self -Governance 
under  Title  IV  of  the  Act,  which  by  resolution 
communicated  to  the  Secretary  of  the  Interior  determines 
that  such  Secretarial  grant  shall  not  be  considered  major 
federal  action." 
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After  centuries  of  abject  poverty  and  dispair,  American  Indians  are  beginning  to  throw  off 
tiie  shackles  of  government  dependency  and  revive  economically.  A  few  of  the  more 
entrepreneurial  and  aggressive  tribes  are  showing  the  way,  like  the  Mississippi  Choctaws. 

Thirty  years  ago,  the  Choctaw  Indian  tribe  in  rural  Mississippi  suffered  from  the  same 
legacy  of  poverty,  dependency,  and  despair  that  has  plagued  American  Indians  across  the  coimtry 
for  over  a  century.  They  regularly  suffered  from  75%  unemployment,  and  those  that  did  work 
were  poorly  compensated  sharecroppers.  Eighty-five  percent  of  Choctaw  housing  was  classified 
as  substandard.  Local  education  stopped  at  the  6th  grade.  The  only  health  care  was  from  a 
nearby  Federally  run  hospital.  Life  expectancy  was  only  45  to  50  years,  and  infant  mortality  was 
among  the  highest  in  the  U.S.  A  local  newspaper  called  the  Choctaw  tribe,  "the  worst  poverty 
pocket  in  the  poorest  state  of  the  union." 

Today,  however,  the  Choctaws  are  an  economic  powerhouse,  the  proprietors  of  a 
sprawling,  multi-enterprise,  industrial  empire.  They  are  the  largest  employer  in  Neshoba  county, 
and  easily  among  the  ten  largest  employers  in  the  whole  state. 

How  did  they  do  it?  After  Phillip  Martin  became  chief  in  1 959,  he  realized  that  the 
Choctaws  were  never  going  to  climb  out  of  poverty  through  government  handouts  and  welfare. 
He  saw  that  the  only  way  out  was  to  create  real  jobs  in  the  private  sector. 

As  a  result,  the  Choctaws  worked  long  and  hard  to  make  their  reservation  attractive  for 
economic  development.  They  established  an  industrial  park  and  doggedly  marketed  their 
advantaged  for  years  before  they  struck  paydirt  in  1979. 

In  that  year,  the  Choctaws  opened  a  42,000  square  foot  plant  that  assembled  automotive 
wire  harnesses  for  General  Motors.  Today,  the  Choctaws  employ  almost  1,000  people  building 
wire  harnesses  for  Ford.  Ford  recently  signed  a  new  5  year  contract  tripling  its  orders,  which 
will  increase  the  annual  production  of  these  parts  to  about  SIOO  million  by  1999. 
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But  this  was  only  the  beginning.  Another  60,000  square  foot  plant  on  the  reservation 
produces  speakers  tbr  Ford.  Chrysler,  and  McDonnell-Douglas,  with  annual  sales  close  to  $30 
million.  Another  plant  employs  175  workers  producing  cables  for  Ford  and  Chrysler  and  circuit 
boards  and  other  electronic  units  for  AT&T,  Xerox,  Westinghouse,  and  Navistar. 

Still  another  plant  employs  1 50  workers  assembling  and  hand-finishing  greeting  cards  for 
American  Greetings.  Another  enterprise  produces  close  to  1  million  pieces  of  plastic  cutlery  a 
day  for  McDonalds.  The  Choctaws  also  own  and  operate  the  largest  volume  printer  in  the  gulf 
area,  in  another  72,000  square  foot  plant.  They  also  run  a  construction  company  and  their  own 
shopping  center. 

Last  year,  the  Choctaws  opened  their  newest  enterprise  -  the  $38  million  Silver  Star 
Hotel  and  Casino.  This  1 50,000  square  foot  Las  Vegas  style  casino  includes  over  1 ,500  slot 
machines,  81  game  tables,  three  restaurants,  a  conference  center,  and  a  100  room  hotel.  It 
employs  2,000  workers.  Expansion  plans  already  under  way  include  an  additional  400  hotel 
rooms,  a  retail  outlet  mall,  a  shopping  center,  an  18  hole  golf  course,  an  entertainment  center, 
and  a  tribal  cultural  center. 

A  few  Indian  tribes  have  achieved  great  economic  success  with  gaming  enterprises.  But 
what  makes  the  Choctaws  the  most  interesting  is  that  they  have  blazed  the  path  to  economic 
independence  with  highly  diversified  industrial  and  commercial  operations.  All  told,  the 
Choctaws  now  operate  1 2  major  businesses  on  tribal  lands.  These  enterprises  are  expected  to 
generate  over  $300  million  in  sales  this  year.  With  8,000  members,  over  half  under  1 7  or 
elderly,  the  tribe  now  employs  over  5.000  workers,  about  half  from  outside  the  tribe.  Expansion 
plans  will  probably  add  1,500  to  2,000  jobs  over  the  next  few  years. 

As  a  result,  unemployment  among  the  Choctaws  in  now  below  20%.  Average  family 
income  has  climbed  from  $2,000  per  year  20  years  ago  to  over  $13,000  today.  Remarkably,  only 
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2.7%  of  household  income  among  the  Choctaws  comes  from  welfare  or  other  social  programs. 
The  average  educational  level  of  tribal  members  has  climbed  from  6th  grade  in  1975  to  almost 
12th  grade  today.  Substandard  housing  among  the  Choctaws  is  down  to  15%  from  85%.  Life 
expectancy  has  soared  to  65  to  75  years,  and  infant  mortality  has  plummeted  to  the  national 
average. 

The  tribe  also  manages  its  own  reservation  government.  The  Chief  and  a  governing  tribal 
council  are  democratically  elected  to  four  year  terms.  The  tribe  runs  its  own  courts  handling  all 
misdemeanors  and  civil  suits,  as  well  as  its  own  tribal  police  force. 

Chief  Martin  has  been  a  leader  in  convincing  the  Federal  government  to  contract  out  to 
the  tribe  services  the  Feds  would  otherwise  provide.  Under  a  contract  with  the  Bureau  of  Indian 
Affairs,  the  tribe  operates  six  elementary  schools,  a  middle  school,  and  a  high  school,  covering 
1,400  students  overall.  Under  a  contract  with  the  Indian  Health  Service,  the  tribe  runs  a  43  bed 
hospital  and  several  community  clinics.  It  also  operates  a  120  bed  nursing  home.  In  addition, 
the  tribe  constructs  housing  to  be  sold  or  leased  to  its  members,  currently  managing  over  900 
units.  The  tribe  also  manages  its  own  water,  sewer,  and  waste  disposal  systems. 

All  of  these  government  functions  are  financed  without  tribal  taxes.  The  tribe  uses 
revenue  from  its  business  operations,  fees  for  some  directly  provided  services,  and  federal  funds 
the  government  is  obligated  to  provide  by  treaty. 

The  Mississippi  Choctaws  have  a  heritage  of  grit  and  determination.  They  are  descended 
from  those  remnants  of  the  Choctaw  nation  that  managed  to  stay  behind  when  President  Andrew 
Jackson  forcibly  relocated  most  Choctaws  to  Oklahoma  in  1830  through  the  infamous  trail  of 
tears  march.  But  a  large  measure  of  their  current  success  is  simply  explained  by  the  high  quality 
of  their  work.  For  example,  the  national  rejection  rate  for  all  U.S.  factories  making  wire  harness 
systems  is  3  per  1,000.  In  Japan,  the  rate  is  2.5  per  1,000.  But  at  the  Choctaw  reservation,  the 
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rate  is  only  0.8  per  1,000.  As  a  result.  Ford  rates  the  Choctaw  plants  Q-\  as  among  the  top 
quality  plants  in  the  nation.  Ford  and  Chrysler  have  together  granted  6  quality  performance 
awards  to  Choctaw  plants. 

But  certain  Federal  policies  have  been  key  to  their  success  as  well.  First  of  all,  the 
Choctaw  reservation,  like  other  Indian  reservations,  is  effectively  an  Enterprise  Zone.  Because 
ihe  tribes  are  considered  sovereign  governmental  units,  their  reservations  are  exempt  from  state 
and  local  taxes  and  regulations.  This  means  businesses,  Indian  workers,  and  transactions  on  the 
reservations  are  exempt  from  state  and  local  sales,  property,  and  income  taxes.  Though  Federal 
law  is  supreme,  enterprises  owned  by  the  tribe  on  the  reservations  are  also  exempt  from  Federal 
taxes  and  many  Federal  regulations.  In  addition,  as  in  the  case  of  the  Choctaws,  tribes  generally 
do  not  impose  their  own  taxes. 

Moreover,  because  tribes  can  provide  their  own  public  services,  they  can  make  sure  those 
services  are  as  attractive  as  possible  to  potential  businesses.  Businesses  can  also  cut  a  simple 
deal  directly  with  the  tribe,  and  not  hassle  with  additional  zoning  permits,  business  licenses,  and 
construction  permits.  Running  their  own  civil  courts,  the  tribes  can  and  do  exempt  reservation 
business  from  the  tort  madness  that  plagues  the  rest  of  the  country. 

For  years,  many  Republicans  and  Democrats  advocated  Enterprise  Zones  to  be  located  in 
the  nation's  economically  distressed  areas.  Within  these  zones.  Federal,  state  and  local  taxes  and 
regulations  would  be  reduced,  services  would  be  privatized,  and  other  government  barriers  to 
economic  activity  would  be  removed.  Such  economic  liberation  would  be  expected  in  turn  to 
produce  increased  investment,  jobs,  wages  and  general  economic  opportunity.  The  Choctaw 
experience  shows  that  this  enterprise  zone  model  will  work  to  improve  the  economic  prosperity 
of  Indian  tribes,  if  they  effectively  seize  the  opportunities  already  available  under  current  law  and 
market  their  prospects  aggressively. 
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A  second  key  government  policy  has  been  contracting  out  of  Bureau  of  Indian  Affairs 
(BIA)  services  and  general  devolution  of  authority  to  the  tribes.  The  Choctaws  have 
aggressively  utilized  changes  in  Federal  law  over  the  years  that  allow  them  to  take  over  local 
administration  and  control  of  standard  government  services  traditionally  provided  by  the  BIA  on 
Indian  reservations.  Indeed,  through  this  means,  the  Choctaws  have  taken  over  local  control  of 
almost  every  BIA  service  and  traditional  government  function,  including  police,  courts,  fire 
protection,  roads,  education,  and  a  wide  range  of  social  services.  This  enables  the  Choctaws  to 
offer  the  most  appealing  conditions  possible  for  potential  entrepreneurs  and  business  enterprises. 
They  can  provide  attractive,  efficient,  low  cost  public  services,  while  minimizing  bureaucratic 
and  regulatory  hassles.  This  local  control  has  also  enabled  them  to  provide  far  superior  services 
to  their  own  people. 

The  Federal  government  should  draw  on  this  experience  to  adopt  a  comprehensive 
strategy  to  promote  economic  development  and  prosperity  among  American  Indians.  Such  a 
strategy  would  include  the  following: 

First,  the  Federal  government  should  support  and  extend  the  current  effective  Enterprise 
Zone  policy  for  Indian  reservations.  At  a  minimum,  it  should  avoid  any  policies  or  changes  that 
would  take  away  any  of  the  current  economic  appeal  these  reservations  have,  by  imposing  new 
taxes  or  regulations  through  any  level  of  government.  To  the  contrary,  maximum  economic 
autonomy  for  Indian  reservations  should  be  pursued  and  maintained.  Tribes  across  the  country 
should  then  be  encouraged  to  utilize  the  available  benefits  and  opportunities  under  this  Enterprise 
Zone  policy  framework  as  the  Choctaws  and  others  have. 

Secondly,  the  policy  of  contracting  out  BIA  services  and  devolving  authority  and  control 
to  the  Indian  tribes  themselves  should  be  maintained  and  expanded  as  much  as  possible.  The 
tribes  know  far  better  than  far  away  Washington  bureaucrats  how  their  local  services  should  be 
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run  and  local  affairs  administered.  With  the  Choctaws  and  others,  we  now  have  proof  that  tribes 
are  capable  of  doing  this  with  great  success.  Besides  maintaining  and  expanding  the  proper 
policies,  the  government  can  also  again  encourage  tribes  across  the  country  to  take  maximum 
advantage  of  these  opportunities. 

Thirdly,  Congress  should  consider  block  granting  current  BIA  funds  to  the  tribes.  Under 
this  approach,  each  tribe  would  receive  its  share  of  BIA  funding  directly  and  could  then  use  the 
funds  on  essential  programs  as  they  each  thought  best.  Each  tribe  would  then  be  able  to  use  the 
available  funds  in  ways  best  suited  to  local  needs  and  circumstances.  In  addition,  the 
bureaucratic  overhead  of  the  BIA  would  be  eliminated.  Also,  tribes  would  no  longer  have  to 
battle  bureaucratic  self-interest  in  maintaining  control  of  the  funds  and  Indian  affairs  in 
Washington.  The  experience  of  the  Choctaws  and  others  shows  that  tribes  could  handle  this 
responsibility  with  great  success. 

Finally,  Congress  should  consider  block  granting  to  each  of  the  tribes  their  appropriate 
respective  shares  of  each  of  the  major  welfare  programs.  The  tribes  would  surely  use  these  funds 
more  effectively  than  the  current  failed,  counterproductive  welfare  system. 
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Americans  For  Tax  Reform 

October?,  1996 


Grover  G.  Norquist 
President 


The  Honorable  Senator  John  McCain 
Chairman,  Committee  on  Indian  Affairs 
United  States  Senate 
Washmgton,  DC  20510 

Dear  Sen  McCain, 

Thank  you  for  your  letter  of  Sept  17,  1996  following  up  on  my  recent  testimony  before 

your  committee    I  would  respond  to  your  questions  as  follows: 

1 .  In  your  view,  can  a  tribe  succeed  in  mixing  traditional  cultural  values  with  the  values  of 
the  free  enterprise  system  to  create  a  successful  reservation  economy '^ 

1  think  economic  growth  and  prosperity  on  Indian  tribal  lands  reinforces  rather  than 
undermmes  tribal  culture,  in  at  least  two  important  ways    First,  such  economic  growth  and 
opportumty  holds  the  tribe  together.  It  leads  young  people  in  particular  to  stay  with  the  tribes 
rather  than  leave  for  better  opportunities  elsewhere.  If  the  tribe  dissipates,  then  its  cultural 
traditions  will  be  lost.  Secondly,  economic  growth  for  tribes  provides  resources  that  tnbes  can  use 
to  foster  their  culture.  They  can  use  these  resources  for  more  cultural  education  for  the  young,  for 
example    They  can  also  sponsor  more  cultural  events  and  other  activities. 

Both  of  these  effects  can  be  seen  in  the  expenence  of  the  Choctaws 

2  TTie  tnbal  leaders  have  testified  that  state  taxation  of  on-Reservation  business  activity 
has  inhibited  Reservation  development    Do  you  agree''  And  if  so,  what  can  or  should  be  done 
from  the  Federal  level? 

I  do  strongly  agree  that  state  taxation  of  tribal  reservation  business  activity  does 
undenmne  economic  development  and  growth  on  the  reservation    Such  taxation  is  another  burden 
on  economic  activity  that  undermines  and  short  circuits  it    It  is  contrary  to  the  Enterprise  Zone 
model  of  economic  development  that  I  think  should  be  followed,  which  would  reduce  government 
burdens  of  taxation,  regulation,  and  bad  public  services  to  the  extent  possible 

TTie  Federal  government  can  counter  this  problem  by  pursuing  the  Enterprise  Zone  model 
It  should  enact  legislation  that  would  designate  tribal  lands  as  Enterpnse  Zones  exempting  them 
from  such  state  taxation  that  may  currentK'  apply,  as  well  as  other  government  burdens  on 
economic  activity'.  Such  a  strategy  has  proven  to  stimulate  economic  growth,  more  jobs,  and 
higher  wages  in  formerly  depressed  areas,  leading  to  a  net  gain  in  revenue  for  Federal,  state  and 
local  governments. 

1320  18™  Street  NW,  Suite  200,  Washington  DC  20036 
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3.  What  impact  have  Federal  patcmaHsm  and  BIA  oversight  of  tribal  activity  had  in 
Reservation  economic  development' 

Economic  growth  and  success  cannot  be  produced  b\  government  bureaucrats  in  fara\\a\ 
Washington    To  the  extent  that  Federal  paternalism  and  oversight  force  tribes  to  gain  approval 
from  such  fara\va\  bureaucrats  for  their  economic  actions,  this  will  onh  squelch  timely  response  to 
economic  opportunity,  as  well  as  essential  entrepreneurial  innovation  and  risk-takmg    Economic 
gro'Ath  can  only  result  from  increased  sovercignt>  and  maximum  local  freedom  and  control 

4.  How  does  the  placing  of  tribal  land  into  Federal  trust  status  encourage  Reservation 
economic  development'' 

This  is  essential  because  reservation  status  for  tribal  lands  cffectiveK  follows  the 
Enterprise  Zone  model  of  economic  development  b\  exempting  the  lands  from  man>  taxes  and 
regulations,  as  well  as  giving  the  tribe  more  control  over  its  own  services    It  is  necessary  to  allow 
tribes  to  follow  kc>  economic  opportunities  b>  placing  some  plots  of  land  where  such  opportunities 
ma>-  arise  into  reservation  status,  particularly  since  many  current  tribal  lands  are  unsuited  to  any 
economic  development    Of  course,  such  designations  of  new  reservation  lands  must  be  done 
carefullv,  focusing  on  areas  where  new  economic  activity  would  result. 

The  experience  of  the  Mississippi  Choctaws  again  shows  how  well  this  works  when  done 
right    In  recent  \ears,  the>  have  been  sought  after  to  develop  and  manage  enterprises  in  distressed 
areas  to  help  the  local  economies.  They  were  able  to  pursue  these  opportunities  only  because  the 
lands  were  added  to  their  reservations,  with  trust  status    The  result  has  been  of  great  benefit  to  the 
surrounding  areas 

For  these  reasons,  I  would  strongly  oppose  the  provision  sought  b>  Rep  Ernie  Istook  (R- 
OK)  to  prohibit  the  designation  of  new  tribal  lands  without  the  express  formal  consent  of  the  state 
government  and  the  application  of  state  sales  taxes  to  those  lands.  This  would  grant  states  the 
pow  er  to  stop  tribal  economic  development  and  force  the  imposition  of  a  new  tax  on  tribal  lands, 
contran.'  to  the  Enterprise  Zone  model  and  the  hopes  for  economic  independence  for  American 
Indians 

In  conclusion,  I  would  like  to  submit  the  enclosed  agenda  of  Federal  reforms  to  promote 
Indian  economic  development,  which  I  think  reflects  the  testimony  before  your  Committee 


Yours  Truly, 


nt^ 


Peter  J  Ferrara 
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Agenda  of  Federal  Reforms  to  Promote 
Prosperity  for  American  Indians 

1    Basic  Development 

Tribes  need  planning  grants  and  infrastructure  development  monies  allocated  to 
them  to  get  a  firm  base  built  in  their  tribal  governments  for  development.  Tribes  that  can 
afford  it  should  be  required  to  participate  with  tribal  monies  in  the  effort  as  an  indication 
of  their  good  faith.  Tribes  wishing  to  participate  should  be  required  to  develop  step-by- 
step  economic  development  plans  with  community  input.  These  monies  can  be  used  to 
develop  basic  community  necessities  (water  and  sewer,  roads,  business  facilities)  that  are 
prerequisites  to  development,  and  to  institute  tribal  economic  development  offices.  This 
would  amount  to  a  relatively  small  Federal  expenditure,  which  can  be  allocated  out  of 
existing  programs. 
2.  Risk  Capital 

The  Indian  Financing  Act  loan  guaranty  program  should  be  offered  more  broadly, 
and  bureaucratically  disentangled.  This  program  is  highly  valuable  to  tribes  because  they 
can't  use  tribal  lands  as  collateral  for  loans,  since  those  lands  are  held  in  Federal  trust  and 
banks  consequently  cannot  foreclose  on  them  in  the  event  of  nonpayment.  Over  the  long 
run,  the  Federal  government  might  consider  offering  nonessential  Federal  land  as  collateral 
for  private  loans  for  Indian  economic  development. 
3    Government-to-Govemment  Procurement 

New  legislation  should  be  considered  that  would  enable  tribal  governments  to  do 
business  with  the  federal  government  either  by  bid  or  sole  source  for  goods  and  services 
for  federal  agencies,  outside  of  the  cumbersome  and  inappropriate  SB  A  8(a)  process. 
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Tribal  governments  have  difficulties  fitting  into  8(a)  categories,  as  they  are  not  individually 
owned  small  businesses.  Federally-recognized  tribal  governments  need  to  be  able  to 
negotiate  directly  with,  for  example,  the  Defense  Department    Tribes  are  fellow 
governments,  and  should  not  need  certification  in  order  to  do  business  with  either  the 
federal  government,  or  states,  for  that  matter. 

4.  Tax  Sovereignty 

The  Congress  should  strengthen  and  encourage  through  practice  the  existing 
recognition  that  tribal  governments  as  sovereigns  have  the  right  to  develop  natural  and 
human  resources  under  their  jurisdiction  and  to  decide  which  taxes  to  impose  and  which 
taxes  not  to  impose  —  and  as  such  should  not  have  their  commerce  interfered  with  by  state 
governments  that  have  never  helped  them  to  emerge  economically    Consequently, 
measures  such  as  the  proposed  Istook  Amendment,  which  would  subject  tribal 
development  to  state  veto  and  taxes,  should  not  be  adopted.  Congress  needs  to  help 
states  understand  that  tribes  are  political  subdivisions  of  the  federal  government,  not  state 
or  local  subdivisions 

5.  Gaming  as  a  Stimulus 

The  Congress  should  recognize  that  Indian  gaming  is  an  important  stimulus  to 
reservation  economies  (as  IGRA  currently  does)  and  nearby  economies,  and  oppose 
amendments  which  seek  to  unconstitutionally  impose  state-level  non-Indian  decisions  on 
gaming,  which  must  be  regulated  by  the  tribe. 

Gaming  is  extremely  important  to  tribes  as  a  source  of  local  government  revenues 
for  the  amelioration  of  unmet  reservation  needs  in  order  to  make  the  climate  better  for 
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tribal  investment  in  further  economic  development.  For  example,  the  Mississippi 
Choctaws  use  their  gaming  revenues  to  address  education  and  health  shortfalls,  roads 
construction,  sanitary  infrastructure,  housing  needs,  and  social  assistance  for  the  elderly 
and  disabled. 
6    Fee  to  Trust 

The  Congress  should  facilitate  the  conversion  of  tribally-purchased  lands  from  fee 
simple  to  trust  status  for  economic  development  purposes    Six  of  the  manufacturing 
plants  that  the  Mississippi  Choctaws  have  developed  in  recent  years  are  on  lands  that  were 
once  not  a  part  of  the  reservation,  and  have  brought  economic  benefits  to  their  entire 
regions.  One  of  those  plants  is  where  it  is  because  the  tribe  was  asked  outright  by  the  late 
Senator  John  C.  Stennis  if  it  could  be  placed  in  Kemper  County,  his  home  county. 
Another  of  the  plants  was  the  result  of  a  contact  from  Senator  Trent  Lott  to  see  if  the  tribe 
might  be  interested  in  acquiring  a  direct  mail  operation  that  was  in  bankruptcy  in  his  home 
county    All  of  these  moves  received  enthusiastic  local  support  once  the  tribe  had  made 
clear  to  the  local  leadership  the  economic  multiplier  they  represented.  They  are  a  good 
example  of  state,  local,  and  tribal  officials  realizing  that  tribal  development  also  means 
local  development.  Any  legislative  moves  to  limit  placement  of  tribal  lands  into  trust 
status  should  be  opposed  not  only  on  grounds  of  principle,  but  also  on  grounds  of 
practicality. 
6.  Decreased  Bureaucracy 

The  Congress  needs  to  aid  tribes  in  their  efforts  to  decrease  the  layering  of  the 
bureaucracy  dealing  with  business  and  economic  development.  The  BIA  should  ultimately 
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be  replaced  by  a  small  office,  answerable  directly  to  the  Assistant  Secretary  —  Indian 
Affairs,  that  could  handle  paperwork  for  trust  acquisitions,  contract  for  basic  planning  and 
infrastructure  programs,  contract  out  to  the  tribes  current  BIA  services,  and  administer  the 
IFA  programs.  The  office  could  advocate  and  serve  as  a  one  stop  shop  for  business  to 
locate  on  reservations  rather  than  in  Third  World  countries.  And  it  could  serve  as  a 
marketer  for  tribal  governments  among  the  federal  agencies  and  in  the  private  sector.  The 
National  Aeronautics  and  Space  Administration  is  establishing  a  mentor/protege  program 
in  its  procurement  that  would  serve  as  a  good  model  for  this  proposed  office. 

7.  Enterprise  Zones 

The  Federal  government  should  support  and  extend  the  current  effective 
Enterprise  Zone  policy  for  Indian  reservations    At  a  minimum,  it  should  avoid  any  policies 
or  changes  that  would  take  away  any  of  the  current  economic  appeal  these  reser\'ations 
have,  by  imposing  new  taxes  or  regulations  through  any  level  of  government.  To  the 
contrary,  maximum  economic  autonomy  for  Indian  reservations  should  be  pursued  and 
maintained    This  can  be  enhanced  by  a  formal  Enterprise  Zone  program  that  would 
designate  reservations  as  zones  exempt  from  Federal,  state,  and  local  taxes  and  regulations 
to  the  extent  possible,  with  maximum  contracting  out  of  BIA  services  to  the  tribes.  Tribes 
across  the  country  should  also  be  encouraged  to  utilize  the  available  benefits  and 
opportunities  under  this  Enterprise  Zone  policy  framework  as  the  Choctaws  and  others 
have. 

8.  Contracting  Out 
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The  policy  of  contracting  out  BIA  services  and  devolving  authority  and  control  to 
the  Indian  tribes  themselves  should  be  maintained  and  expanded  as  much  as  possible.  The 
tribes  know  far  better  than  far  away  Washington  bureaucrats  how  their  local  services 
should  be  run  and  local  affairs  administered.  With  the  Choctaws  and  others,  we  now  have 
proof  that  tribes  are  capable  of  doing  this  with  great  success.  Besides  maintaining  and 
expanding  the  proper  policies,  the  government  can  also  again  encourage  tribes  across  the 
country  to  take  maximum  advantage  of  these  opportunities. 
9.  Block  Grant  the  BIA 

Congress  should  consider  block  granting  current  BIA  fijnds  to  the  tribes.  Under 
this  approach,  each  tribe  would  receive  its  share  of  BIA  funding  directly  and  could  then 
use  the  funds  on  essential  programs  as  they  each  thought  best    Each  tribe  would  then  be 
able  to  use  the  available  fiands  in  ways  best  suited  to  local  needs  and  circumstances    In 
addition,  the  bureaucratic  overhead  of  the  BIA  would  be  eliminated.  Also,  tribes  would 
no  longer  have  to  battle  bureaucratic  self-interest  in  maintaining  control  of  the  funds  and 
Indian  affairs  in  Washington.  The  experience  of  the  Choctaws  and  others  shows  that 
tribes  could  handle  this  responsibility  with  great  success. 
10    Block  Grant  Other  Programs 

Congress  should  block  grant  to  each  of  the  tribes  their  appropriate  respective 
shares  of  each  of  the  major  welfare  programs.  The  tribes  would  surely  use  these  funds 
more  effectively  than  the  current  failed,  counterproductive  welfare  system.  This  concept 
might  be  extended  to  other  Federal  programs  as  well. 
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Fort  Belknap  College 

(406)353-2607  •  (406)353-4841 

P.O.  Box  159  •  Harlem.  Montana  59526 

FAX  (406)  353-2898 


Septfmber  17,  1996 


The  Honorable  Judd  Gregg 

Subcommuiee  on  Conimerce,  Justice,  Stale  and  Judiciary 

S146A  Capitol 

Washington  DC.  20510-6027 

Re-  1997  Appropriation  to  SBA  for  Tnbal  Business  Information  Center  (TBIC) 

Dear  Senator  Gregg: 

We  are  vmting  to  ask  >nur  assistance  to  avoid  the  premature  demise  of  a  successful  initiative.  The  1997 
SBA  budget  must  have  an  appropriation  to  fund  the  operation  of  the  Tribal  Busmess  Information  Centers 
(TBIC's)  if  our  communities  are  going  to  benefit  from  them  on  any  scale.  A  Minimum  of  $1.65  million  is 
needed  to  operate  the  e.xisting  sites  m  1997,  an  additional  $970,000  w-ould  underwrite  the  addition  of  eight 
more  sites  to  the  multi-state,  multi-tnbal  network. 

TBIC's  are  an  unprecedented  opportunity  for  tribes  to  achieve  economic  self-sufficiency  through  the 
development  of  private  enterprise  in  reservation  communities.  Tliere  are  seventeen  new  TBIC's  m  several 
western  states  which  have  not  been  given  an  opportunity  to  mature.  No  funds  have  been  provided  for  their 
operation.  The  Fort  Belknap  Reservation  's  TBIC  Center  has  only  been  operation  since  March  1995.  We 
have  21  chents  in  the  processing  of  completing  business  plans,  seekmg  fundmg,  and  ui  the  early  stages  of 
growing  their  own  businesses.  If  our  center  is  not  funded  for  1997  we  cannot  complete  our  mission  of 
assistmg  these  Native  American  Entrepreneurs  in  search  for  self  sufficiency.  It  is  tlie  goal  of  the  Fort 
Belknap  College  and  the  Fort  Belknap  Tribal  government  to  enhance  the  opportunities  to  become  self 
sufficient. 

If  given  a  choice  between  SBA  and  MBDA  in  Commerce,  we  strongly  prefer  that  the  program  remain  with 
the  Small  Business  Administration    Unfortunately,  MBDA  has  only  lunited  experience  with  reservation 
business  start-ups  and  no  experience  with  TBIC's  at  all.  Sifting  the  program  from  the  SBA  to  another 
agency  will  be  wasteful,  time-consuming  and  contrary  to  the  interests  of  our  entrepreneurs  and  communities. 
Please  consider  placing  needed  funding  into  the  SBA  appropriation  to  carry  this.pronusmg  initiative  forward. 
We  ask  that  you  also  convey  your  support  to  Senator  Hatfield  at  the  full  Appropriation  Committee. 

Respectfully, 


;  Brockie 

Small  Business  Development  Coordinator 
Tribal  Business  Information  Center 
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Fort  Belknap  College 

(406)  553-2607  -  (406)  355-4841 

P.O.  Box  159  ■  Harlem,  Montana  59526 

FAX  (406)  353-2898 


September  17,  1996 


The  Honorable  Judd  Gregg 

Subcommittee  on  Commerce,  Justice,  Slate  and  Judiciary 

S146A  Capitol 

Washington  DC.  20510-6027 

Re-  1997  Appropnation  to  SBA  for  Tribal  Business  Information  Center  (TBIC) 

Dear  Senator  Gregg: 

We  are  wnting  to  ask  5-our  assistance  to  avoid  the  premature  demise  of  a  successful  initiative.  The  1997 
SBA  budget  must  have  an  appropnation  to  fund  the  operation  of  the  Tnbal  Busmess  Information  Centers 
(TBIC's)  if  our  communities  aregomg  to  benefit  from  them  on  any  scale.  A  Minimum  of  $1.65  million  is 
needed  to  operate  the  existmg  sites  in  199''.  an  additional  5970,000  would  underwrite  the  addition  of  eight 
more  sites  to  the  multi-state,  multi-tiibal  network 

TBIC's  are  an  unprecedented  opportunity  for  tribes  to  achieve  economic  self-sufficiency  through  the 
development  of  private  enterpnse  in  reservation  communities.  There  are  sesenteen  new  TBIC's  in  several 
western  states  which  have  not  been  given  an  opportunity  to  mature.  No  funds  have  been  provided  for  their 
operation.  The  Fort  Belknap  Reservation  's  TBIC  Center  has  only  been  operation  smce  March  1996    We 
have  21  clients  in  the  processing  of  completing  business  plans,  seeking  funding,  and  m  the  early  stages  of 
growing  their  ow-n  businesses.  If  our  center  is  not  funded  for  1997  we  caimo!  complete  our  rrussion  of 
assisting  these  Native  American  Entrepreneurs  in  search  for  self  sufficiency   It  is  the  goal  of  the  Fort 
Belknap  College  and  the  Fon  Belknap  Tribal  government  to  enhance  the  opportunities  to  become  self 
sufficient. 

If  given  a  choice  between  SBA  and  MB  DA  in  Commerce,  we  strongly  prefer  that  the  program  remain  with 
the  Small  Busmess  Administration.  Unfortunately.  VfBDA  has  only  Umited  experience  with  reservation 
business  start-ups  and  no  experience  with  TBIC's  at  all.  Sifting  the  program  from  the  SBA  to  another 
agency  will  be  wasteful,  time-consunung  and  contrary  to  the  mterests  of  our  entrepreneurs  and  communities 
Please  consider  placing  needed  funding  into  the  SBA  appropriation  to  cany  this  promismg  initiative  forward. 
We  ask  that  you  also  convey  yxiur  support  to  Senator  Hatfield  at  the  full  Appropriation  Committee. 


Respecrfully. 

Caroline  Brown,  Director 

Tribal  Business  Information  Center 
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vv  Northern  Cheyenne  tribe  V^ 
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P.O.  Box  us  _  -"OKHiv. 
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Economic  Development 

.CHIV. 

ning  Sta/ 

Lame  Deer.  Montana  390'«o 

September  Ig,  1996 

Honorable  Senator  Campbell 
380  Russell  Senile  Office  Building 
Washington  DC  20510-C605 

RE:  Senate  Committee  Hearing  on  Economic  Development  in  Indian  Country. 

Dear  Senator  Campbell: 

It  has  been  brouglit  to  my  attention  that  the  aforementioned  comminee  had  a  hearing  September  1 7,  1 996. 
I  request  this  letter  be  part  of  tlie  congressional  record  on  this  hearing.  The  Tribal  Business  Information 
Center  (TBIC)  is  now  an  integral  pan  of  the  Northern  Cheyenne  over-all  Economic  Development  Plan 
(OCDP).  This  center  was  established  in  May  1996  and  offers  state  of  the  an  computer  software, 
equipment,  and  library  resources  that  teach  business  planning,  marketing  strategies,  feasibility  studies, 
fmnncial  analysis,  etc.  tor  the  entrepreneur  to  start  a  busiress  or  expand  an  existing  one.  Our  objective  is 
to  establish  an  infrastructure  for  business  education  and  accountability  with  a  goal  of  perpetuating  an 
independent  private  sector  business  economy.  The  caveat  to  this  process  is  that  the  funding  mechanism 
didn't  have  a  personnel  line  item  for  the  manager  of  the  TBIC  or  the  funding  to  sustain  this  innovative 
project  after  1  year  (1996).  The  funding  for  establishing  our  TBIC  was  made  possible  through  a  Bureau  of 
Indian  AlTairs  (DIA)  aiid  Small  Business  Administration  (SBA)  collaboration.  These  federal  entities  do  not 
have  the  funding  to  continue  this  fine  TBIC  concept.  We  know  times  are  tough,  however  in  the  long  term 
facilitating  a  thriving  private  sector  business  economy  here  on  the  Northern  Cheyenne  Reservation  will 
foster  a  more  independent  Cheyenne.  1  firmly  believe,  witli  the  continuity  of  the  Tribal  Business 
Information  Center,  it  will  help  my  people  make  a  viable  socio-economic  transition  into  the  21  si  century. 

Respectfully  submined, 

Llevando  fisher,  President 
Northern  Cheyen.ie  Tribe,  Inc. 


cc:  Senator  Bauciis 
cc;  Senator  Inouye 
cc  Senator  Campbell 
cc:  Senator  Domeiiici 
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Pr  es  adent 

SUBJECT:    Testimony  of  Professor  Joseph  Kalt 

U.S.   Senate  Committee  on  Indian  Affairs 
September  17.   1996 

TO.    The  Honorable  Senator  Daniel  K.   Inouye 
United  States  Senate 
Committee  on  Indian  Affairs 
Washington.   DC  20510-6450 

Dear  Senator  Inouye 

We  read  Professor  Kalt  s  testimony  with  great  interest. 
It  was  very  informative  and  brought  to  light  some 
interesting  facts  about  present  and  past  conditions  within 
Alas  ka . 

As  you  may  well  know,  the  Tribes  within  Alaska  have  been 
fighting  a  long  and  sometimes  bitter  battle  for  recognition. 
One  of  the  most  outstanding  obstacles  was  the  passage  of  the 
Alaska  Native  Claims  Settlement  Act.    This  Act  required  the 
formation  of  "Corporations" .  which  in  reality  was  an  attempt 
to  replace  our  tribal  status  with  a  Western  corporate 
structure.    Our  land  base  and  all  settlement  funds  were 
given  to  these  corporations  and  originally,  only  those  born 
before  1971  ad  listing  themselves  as  members  were 
shareholders  in  these  corporations.    Some  of  these 
individuals  were  not  oven  tribal  members  of  the  tribe  they 
listed.    Tribal  members  born  after  1971  were  not  issued 
shares  and  were  considered  as  "New  Borns"     Some  circles 
viewed  these  new  borns  as  not  being  native,  because  they 
were  not  shareholders  in  the  native  corporations     The 
passage  of  the  "1991  Amendments"  to  ANCSA  attempted  to 
correct   some  of  these    problems  by  allowing  corporations   to 
issue  shares  to  t,hose  born  after  1971.    This  only  added  to 
the  confusion  as  some  corporations  did  issue  stock  and  some 
did  not.    We  presently  have  large  numbers  of  Alaskan  Natives 
that  are  tribal  members  of  one  of  our  tribes,  but  are  not 
shareholders  of  any  of  the  corporations     We  also  have 
shareholders  of  corporations  that  are  not  tribal  members  of 
that  tribe.    We  now  have  Tribal  Members,  Non  Tribal  Members, 
Shareholders,    and  Non  Shareholders.    Add  to  this  the  fact 
that  the  State  of  Alaska  does  not  recognize  our  Tribal 
status  and  will  not  maintain  a  Government  to  Government 
relationship  with  us,  and  you  can  start  to  see  some  of  our 
pr  o  bl ems  . 
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The  Federal  Government  Is  doing  very  little  to  help 
matters.    Under  the  recently  passed  Welfare  Reform  Act. 
funding  will  be  distributed  In  the  form  of  Block  Grants. 
Tribes  outside  Alaska  will  be  eligible  for  these  Block 
Grants    Tribes  within  Alaska  will  not  be  able  to  access 
these  fund  directly,  the  funds  will  only  be  authorized  for 
distribution  through  the  Regional  Non  Profit  Organizations 
within  Alaska.    These  organizations  are  not  tribes  and 
should  not  treated  as  tribes.    Sovereignty  and  self 
determination  belongs  to  the  tribes  and  the  tribal 
governments,  not  to  organizations  formed  under  state  laws  to 
comply  with  regulations  passed  by  the  federal  government. 
Under  the  conditions  of  ANCSA.  Village  Corporations. 
Regional  Corporations  and  Tribes  are  placed  on  almost  the 
same  level  In  regards  to  entitlements  to  "Indian  Programs" 

Maybe  your  committee  can  address  the  problem  of  how  Tribes 
within  Alaska  can  become  self  sufficient  and  establish  an 
economic  base  for  themselves  when  all  the  land  base  and 
funds  are  under  the  control  of  the  individual  village  and 
regional  native  corporations''   At  times  .  we  wonder  if  all 
these  actions  have  been  an  attempt  to  extinguish  our  tribes 
and  tribal  status.    As  noted  in  Professor  Kalt  s  testimony 
successful  development  depends  on  tribal  sovereignty.    Yet 
all  recently  passed  legislation,  dealing  with  Alaskan 
Tribes,  has  contained  language  that  It  is  not  intended  to 
support  or  deny  the  sovereign  status  of  Alaskan  Tribes 
WHAT  WE  NEED  IS  LEGISLATION  THAT  STATES  THAT  THE  ALASKAN 
TRIBES  ARE  SOVEREIGN  GOVERNMENTS     This  would  put  an  end  to 
the  limbo  we  have  been  in  for  many  years     We  also  need 
legislation  that  would  allow  for  a  simple  method  of 
transferring  native  corporative  assets  to  the  tribe. 

We  ask  that  you  consider  Professor  Kalt  s  comments  very 
carefully  when  you  develop  future  legislation  pertaining  to 
Indians  and  Alaskan  Natives.    Our  future  and  the  future  of 
our  children  rest  with  you. 

In  closing,  we  would  like  to  leave  you  with  these 
thoughts:    "May  the  decisions  you  make  in  life  be  guided  by 
the  wisdom  of  the  owl.  the  strength  of  the  grizzly  beai ,  the 
cunning  of  the  wolf  and  the  sincerity  of  the  eagle.    May  you 
always  walk  In  the  light  of  the  sun.  while  not  being  blinded 
by  its  brightness .  and  may  your  good  fortune  be  as 
continuous  as  the  flowing  waters  of  the  river" 

<^ 

W^tXliai^^CBill)  Miller 
Pr  es  i  dent 
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